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JIM ROCKENBACH HONORED AS 
PRESIDENT OF THE INTERNA
TIONAL FIRE CHIEFS AE'SOCIA
TION 

HON. ROBERT McCLORY 
OF ILLINOIS 

IN THE HOUSE OF REPRESENTATIVES 

Tuesday, September 18, 1979 

• Mr. McCLORY. Mr. Epeaker, I rise to
day in the U.S. House of Representatives 
to pay honor to my friend and distin
guished constituent, Rodney (Jim) 
Rockenbach, the fire chief of Grayslake, 
Ill. <in my congressional district) . Chief 
Rockenbach has been signally honored 
this year by his election as president of 
the International Association of Fire 
Chiefs. 

A longtime member of the volunteer 
fire department of Grayslake, Jim Rock
enbach became fire chief in 1954, a posi
tion he has held ever since. After his 
election as second vice president of the 
International Association of Fire Chiefs, 
he later became first vice president and 
now occupies the office of the president
the second person in the association's 
history to attain that office while serving 
as chief of a "volunteer" fire department. 

Mr. Speaker, Jim Rockenbach's ac
complishments include many other im
portant civic responsibilities in the 
Grayslake community. He has promoted 
an active public education program in 
behalf of safety, first aid, and other 
emergency services to his fellow citizens. 

Mr. Speaker, the community of Grays
lake has organized a "Jim Rockenbach 
Recognition Day" which is on Sunday, 

September 23, 1979, with a parade of 
some 200 units to be followed by a for
mal ceremony and a dinner dance in 
which citizens from far and wide will 
participate. 

Mr. Speaker, I plan to be present, 
along with Lake County supervisor and 
board member Norman Geary and the 
Lake Coun ty Sheriff Tom Brown to heJp 
honor Fire Chief Jim Rockenb?..ch, and 
to communicate to h ' m the greetings and 
good wishes which I am expres'3ing here 
and to tell him that we are proud of his 
accomplishments. I wish Jim Rocken
bach and his wife Lillian good health and 
happiness in the days and years ahead.• 

WINDS OF CRITICISM 

HON. LAMAR GUDGER 
OF NORTH CAROLINA 

IN THE HOUSE OF REPRESENTATIVES 

Tuesday, September 18, 1979 

• Mr. GUDGER. Mr. Speaker, not all of 
our constituents communicate to us by 
means of direct mail. Many prefer the 
"letters to the Editor" columns of news
papers and it was by that method that I 
learned of the feelings of a resident of 
Haywood County, N.C., in my 11th Con
gressional District. While I do not com
pletely concur with all of the writer's 
feelings, his insight3 are, I feel, shared 
by many other citizens, not all of whom 
live in my district. 

Accordingly, I would like to share with 
you in this letter from Howard G. Lytle 
of 410 Daisey Avenue, Waynesville, N.C., 
published recently in the Backtalk col
umn of the Asheville Citizen in Asheville, 
N.C.: 

BACKTALK 
The winds of criticism directed at Presi

dent Carter for a supposed lack of leadership 
disturb me because they are largely generated 
by the hot air spewed forth by those who 
seek to blow him away to make room for the 
gratification of their own lust for power. I 
have yet to find one of his critics who has 
put forth any rational program for dealing 
with the problems of energy or inflation. 

Mr. Carter must get legislation from Con
gress authorizing him to implement his pro
posals, but his congressional critics have shot 
down most of his energy programs, have 
offered no alternatives of their own, and have 
gone on vacation while the country suffers. 

Typical of our situation was the executive 
of a food marketing company on the NBC 
news on Aug. 8. He was asked to explain 
why food prices at the supermarket were 
rising while on the farm they were falling. 
He said it was caused by inflation, without 
realizing he was the inflator and a major 
part of the problem. 

Many people dislike Mr. Carter's leader
ship because it demands sacrifices and we are 
not willing to sacrifice, even if compensated 
by long-term gains later. Pogo was right. "We 
have met the enemy and he is us." e 

NOTICE OF INTENTION TO REQUEST 
A MODIFIED CLOSED RULE 

HON. MORRIS K. UDALL 
OF ARIZONA 

IN THE HOUSE OF REPRESENTATIVES 

Tuesday, September 18, 1979 

• Mr. UDALL. Mr. Speaker, I take this 
time to notify the Members of the House, 
in compliance with the rules of the Dem
o :::ratic Caucus, that it is my intention 
to request a modified closed rule on the 
bill <H.R. 5297) to authorize appropria
tions for the Nuclear Regulatory Com
mission.• 

SENATE-Wednesday, September 19, 1979 
(Legislative day of Thursday, June 21. 1979) 

The Senate met at 9:15 a.m., on the 
expiration of the recess, and was called 
to order by Hon. HOWELL T. HEFLIN, a 
Senator from the State of Alabama. 

PRAYER 

The Chaplain, the Reverend Edward 
L. R. Elson, D.D., offered the following 
prayer: 

Let us pray. 
0 Lord our God, author and giver of 

all good things, we thank Thee for Thy 
consta.nt care over us. We thank Thee 
for the gift of life, for Thy protection 
round about us, for work in this place, 
for the strength with which to do it, 
and for all the tokens of Thy love. We 
thank Thee for friendship and duty; for 
good hopes and precious memories; for 
the joys that cheer us; and the trials 
that teach us to trust Thee. Most of all 
we thank Thee for the gift of Thy Son 
and His loving presence among us. May 
His mind be in us, and in all who serve 
this Government, to guide us in ways 

of righteousness for Thy name's sake. 
Amen. 

APPOINTMENT OF ACTING PRESI
DENT PRO TEMPORE 

The PRESIDING OFFICER. The clerk 
wilf please read a communication to the 
Senate from the Pres:dent pro tempore 
(Mr. MAGNUSON). 

The assistant legislative clerk read the 
following letter: 

U.S. SENATE, 
PRESIDENT PRO TEMPORE, 

-washington, D .C., September 19, 1979. 
To the Senate: 

Under the provisions of rule I, section 3, 
of the Standing Rules of the Senate, I hereby 
appoint tl'e Honorable HowELL T . HEFLIN, 
a Senator from the State of Alabama, to 
perform the duties of the Chair. 

WARREN G . MAGNUSON, 
President pro tempore. 

Mr. HEFLIN thereupon assumed the 
chair as Acting President pro tempore. 

RECOGNITION OF THE MAJORITY 
LEADER 

The ACTING PRESIDENT pro tern
pore. Under the previous order, the ma
jority leader is recognized. 

THE JOURNAL 

Mr. ROBERT C. BYRD. Mr. President, 
I ask unanimous consent that the Jour
nal of the proceedings be approved to 
date. 

The ACTING PRESIDENT pro tem
pore. Without objection, it is so ordered. 

TIME LIMITATION AGREEMENT
S. 109 

Mr. ROBERT C. BYRD. Mr. President, 
I ask unanimous consent that at such 
time as S. 109, Calendar Order No. 240, 
a bill to require the reinstitution of pro
cedures for the registration of certain 
persons under the Military Selective 

• This "bullet" symbol identifies statements or insertions which are not spoken by the Member on the floor. 
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Service Act, and for other purposes, is 
called up and made the pending business 
before the Senate, there be a time limita
tion thereon of 6 hours, equally divided 
between Mr. NUNN and Mr. HATFIELD, and 
at the expiration of that time, or upon 
its being yielded back, S. 109 be returned 
to the calendar without any action there
on. 

The ACTING PRESIDENT pro tem
pore. Without objection, it is so ordered. 

The text of the agreement follows: 
Ordered, That when the Senate proceeds 

to the consideration of S . 109 (Order No . 
240) , a b111 to require the reinstitution of 
procedures for the registration of certain 
persons under the M111tary Selective Service 
Act , and for other purposes, time for debate 
on the b111 shall be 11m1ted to 6 hours , to be 
equally divided and controlled by the Sena
tor from Georgia (Mr. NuNN) and the Sena
tor from Oregon (Mr. HATFIELD) . 

Ordered further, That at the expiration of 
the 6 hours on the b111 , or after the time 
thereon has been yielded back , the b111 re
turn to the Senate Calendar without any 
action thereon. 

ORDER FOR CONSIDERATION OF 
CONFERENCE REPORT ON PAN
AMA CANAL LEGISLATION 

Mr. ROBERT C. BYRD. Mr. President, 
I ask unanimous consent that upon the 
disposition of the second concurrent 
budget resolution, the Senate proceed to 
the conference report on the Panama 
Canal legislation. 

Mr. STEVENS. Reserving the right to 
object, is there a time agreement on 
that? 

Mr. ROBERT C. BYRD. No. 
Mr. STEVENS. There is none. 
I do not object. 
The ACTING PRESIDENT protem

pore. Without objection, it is so ordered. 

SENATE RESOLUTION 237-DffiECT
ING SENATE LEGAL COUNSEL TO 
REPRESENT A SENATE EMPLOYEE 

Mr. ROBERT C. BYRD. Mr. President, 
I send to the desk a resolution and ask 
for its immediate consideration. 

The ACTING PRESIDENT pro tem
pore. The resolution will be stated by 
title. 

The assistant legislative clerk read as 
follows: 

Whereas, in the case of A. Ernest Fitzgerald 
v. Alexander P. Butterfield et al., (C.A. No. 
74- 178), pending in the United States Dis
trict Court for the District of Columbia, sub
poenas have been issued and served upon 
David Julyan, Richard Kaufman, and Ron 
Tammen, employees of the Senate, directing 
them to appear and give testimony and pro
duce documents, papers, or records; 

Whereas, Title VII of the Ethics in Gov
ernment Act of 1978, Pub. L . 95-521 ("the 
Act") .• establishes the Office of Senate Legal 
Counsel and provides that the Senate may 
direct its Counsel to represent the Senate, 
its committees, members, officers, or em
ployees: 

Resolved, That pursuant to Section 704(a) 
(2) o! the Act the Senate Legal Counsel 1s 
directed to represent David July an , Richard 
Kaufman. and Ron Tammen. Senate emloy
ees, in respect to discovery in this case. 

Mr. ROBERT C. BYRD. Mr. President, 
three employees of the Senate-David 
Julyan, Richard Kaufman, and Ron 
Tammen-have been subpenaed by 

Counsel for Richard Nixon in Fitzgerald 
v. Butterfield, et al., C.A. 74-178, pending 
in the U.S. District Court for the Dis
trict of Columbia. The subpena asks 
for numerous documents in the posses
sion of these Senate employees. 

Today the Senate need only resolve, 
pursuant to section 704(a) t2) of the 
Ethics in Government Act of 1978, Pub
lic Law 95-521, that the Office of Senate 
Legal Counsel be directed to represent 
these employees in the discovery stage of 
Fitzgerald against Butterfield. At a fu
ture date, it may be necessary to address 
the propriety of producing the docu
ments in question. 

The resolution <S. Res. 237) was 
agreed to. 

The preamble was agreed to. 

RECONSIDERATION OF VOTE ON 
SENATE RESOLUTION 236 

Mr. ROBERT C. BYRD. Mr. President, 
I move to reconsider the vote by which 
Senate Resolution 236 was agreed to yes
terday. 

Mr. STEVENS. I move to lay that mo
tion on the table. 

The motion to lay on the table was 
agreed to. 

Mr. ROBERT C. BYRD. Mr. President, 
I am prepared to yield back the re
mainder of my time. 

Mr. STEVENS. Mr. President, I yield 
back the remainder of my time. 

ORDER FOR ROUTINE MORNING 
BUSINESS 

Mr. ROBERT C. BYRD. Mr. Presi
dent, I ask unanimous consent that there 
be a brief period for the transaction of 
routine morning business, not to extend 
beyond 9:30 a .m. today, and that Sena
tors may speak therein up to 5 minutes 
each. 

The ACTING PRESIDENT pro tem
pore. Without objection, it is so ordered. 

Mr. ROBERT C. BYRD. Mr. President, 
I suggest the absence of a quorum. 

The ACTING PRESIDENT pro tem
pore. The clerk will call the roll. 

The assistant legi.c:lative clerk pro
ceeded to call the roll. 

Mr. ROBERT C. BYRD. Mr. Presi
dent, I ask unanimous consent that the 
order for the quorum call be rescinded. 

The ACTING PRESIDENT pro tern
pore. Without objection, it is so ordered. 

CONCLUS10N OF MORNING 
BUSINESS 

The ACTING PRES1DENT pro tem
pore. Is there further mornin~ business? 
If not, morning business is closed. 

SECOND CONCURREN't' RESOLUTION 
ON THE BUDGET 

The ACTING PRESIDENT pro tem
pore. Under the previous order. the hour 
of 9:30 a .m. h a ving arrived. the Senate 
will now resume conl'ideration o-f the 
pending bminess, Senate Concurrent 
Resolution 36, which the clerk will state 
by title. 

The assistant legislative clerk read as 
follows: 

Senate Concurrent Resolution 36 revising 
the Congressional Budget for the U.S. Gov
ernment for fiscal years 1980, 1981, and 1982. 

The Senate resumed consideration of 
the concurrent resolution. 

AMENDMENT NO. 445 

The ACTING PRESIDENT pro tem
pore. The pending question is on amend
ment No. 445 by the Senator from Dela
ware. 

AMENDMENT NO. 445 , AS MODIFIED 

Mr. ROTH. Mr. President, I send a 
modification of my amendment to the 
desk and ask for its immediate consid
eration. 

The ACTING PRESIDENT pro tem
pore. The amendment will be stated. 

The assistant legislative clerk read as 
follows: 

The Senator from Delaware (Mr. RoTH) 
proposes a. modification version of his 
amendment No. 445. 

Mr. ROTH. Mr. President, I ask unani
mous consent that the reading of the 
amendment be dispensed with. 

The ACTING PRESIDENT pro tem
pore. Without objection, it is so ordered. 

The amendment is as follows: 
Beginning on page 5, beginning with line 

12, strike all through line 23 on page 6 and 
insert in lieu thereof the following: 

" (a) the recommended level of Federal 
revenues 1s as follows: 

"Fiscal year 1980: $500,500,000,000; 
"Fiscal year 1981: $571,300,000,000; 
"Fiscal year 1982: $614,800,000,000; 

and the amount by which the aggregate 
levels of Federal revenue3 should be in
creased or decreased is as follows: 

"Fiscal year 1980: -$15,000,000,000; 
"Fiscal year 1981: -$32,200,000,000; 
".1<,1scal year 1982: -$69,100,000,000; 
"(b) the appropriate level of total new 

budget authority is as follows: 
".t<, iscal year 1980: $614,500,000,000; 
" F isca l y "'ar 1981 : $63~.400,000 ,00'); 
"Fiscal year 1982: ~734 ,300,000,000; 

" (c) the e.~propriate level of tot;al budget 
outlays is as follows: 

"Fiscal year 1980: $527 ,000 ,000,000; 
"Fiscal year 1981: $571,300,000,000; 
"Fiscal year 1982: $635,500,000,000; 
"(d) the amount of the deficit or surplus 

in the budget which is appropriate in t~e 
light of economic conditions and all other 
relevant fac tors is as follows: 

"Fiscal year 1980: -$26,5J0,000 ,000; 
"Fiscal year 1981: O: 
"Fiscal year 1982: + $9,300 ,000 ,000; 
"(e) the appropriate level of the public 

deb t is as follows: 
"Fisc9.l year 1980: $887.500.000.000; 
"Fiscal year 1981: $906 ,300.000 .000; 
"Fiscal year 1982: $921 ,800,000,000; 

the amount by which the temporary statu
tory limit on such debt should be accord
ingly increased is as follows: 

"Fiscal year 1980 : $57 ,500 ,000,000; 
"Fiscal year 1981: $76.300.000.000; 
"Fiscal year 1982: $91 ,800 .000,000." 
On page 7, be<rinning with line 9, strike 

out all through line 4 , page 15 and insert the 
followin~: 

"(a) National Defense (050): 
"Fiscal year 1980 : 
"(A) New budget authority, $141,200,000,-

000; 
"(B) Outlays. $130,600 ,000,000. 
"Fis cal year 1981 : 
"(A) New budget authority, $159 ,800,000,-

000; 
"(B) Outlays . $145,600 ,000 ,000. 
"Fi<;cal year Hl82 : 
"(A) New budget authority, $180 ,400,000, 

000; 
"(B) Outlays, $163,300,000,000. 
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"(b) International Affairs (lEO): 
Fiscal year 1980: 

"(A New budget authority, $12,000,000,-
000; 

"(B) Outlays, $7 ,500,000,000. 
"Fiscal year 1981: 
"(A) New budget authority, $13,000,000,-

000; 
"(B) Outlays, $7,600,000,000. 
"Fiscal year 1982: 
"(A) New budget authority, $14,900,000, 

COO; 
"(B) Outlays, $8,700,000,000. 
"(c) General Science, Space, and Tech

nology (250) : 
"Fiscal year 1980: 
"(A) New budget authority, $5,500,000,-

000; 
"(B) Outlays, $5,400,000,000. 
"Fiscal year 1981: 
"(A) New budget authority, $5,000,000,-

000; 
"(B) Outlays, $5 ,500,000,000. 
"Fiscal year 1982: 
"(A) New budget authority, $5,400,000,-

000; 
"(B) Outlays, $5,400,000,000. 
"(d) Energy (270): 
"Fiscal year 1980: 
"(A) New budget authority, $41,000,000,-

000; 
"(B) Outlays, $7 ,000,000,000. 
"Fiscal year 1981: 
"(A) New budget authority, $4,700,000,-

000; 
"(B) Outlays, $7,600,000,000. 
"Fiscal year 1982: 
"(A) New budget authority, $24,200,000,-

000; 
"(B) Outlays, $9,500,000,000. 
"(e) Natural Resources and Environment 

(300): 
"Fiscal year 1980: 
"(A) New budget authority, $12,200,000,-

000; 
"(B) Outlays, $11,600,000,000. 
"Fiscal year 1981: 
"(A) New budget authority, $13,200,000,-

000: 
"(B) Outlays $12,500,000,000. 
"Fiscal year 1982: 
"(A) New budget authority, $14,100,000,-

000; 
"(B) Outlays, $13,500,000,000. 
"(f) Agriculture (350) : 
"Fiscal year 1980: 
"(A) New budget authority, $4,900,000,000; 
"(B) Outlays, $2,500,0ll0,000. 
"Fiscal year 1981: 
"(A) New budget authority, $5,300,000,000; 
"(B) Outlays, $2,700,000,000. 
"Fiscal year 1982: 
"(A) New budget authority, $3,900,000,000; 
"(B) Outlays, $3,100,000,000. 
"(g) Commerce and Housing Credit (370): 
"Fiscal year 1980: 
"(A) New budl'et authority, $6,800,000,000; 
"(B) Outlays, $3,000,000,000. 
"Fiscal year 1981: 
"(A) New budget authority, $5,900,000,000; 
"(B) Outlays, $3,200,000,000. 
"Fiscal year 1982: 
"(A) New budget authority, $6,800,000,000; 
"(B) Outlays, $2,800,000,000. 
"(h) Transportation (400); 
"Fiscal year 1980: 
"(A) New budget authority, $19,500,000,-

000; 
"(B) Outlays, $18,600,000,000. 
"Fiscal year 1981: 
"(A) New budget authority, $21,200,000,-

000; 
"(B) Outlays, $19,600,000,000. 
"Fiscal year 1982: 
"(A) New budget authority, $20,400,000,-

000: 
"(B) Outlays, $20,100,000,000. 
"(1) Community and Regional Develop

ment (450): 
"Fiscal year 1980: 
"(A) New budget authority, $8,700,000,000; 

"(B) Outlays, $7,500,000,000. 
"Fiscal year 1981: 
"(A) New budget authority, $9,300,000,-

000; 
"(B) Outlays, $8,300,000,000. 
"Fiscal year 1982: 
"(A) New budget authority, $8,900,000,-

000; 
"(B) Outlays, $8,400,000,000. 
"(j) Education, Training, Employment, and 

Social Services ( 500) : 
"Fiscal year 1980: 
"(A) New budget authority, $26,700,000,-

000; 
"(B) Outlays, $28,100,000,000. 
"Fiscal year 1981: 
"(A) New budget authority, $28,800,000,-

000; 
"(B) Outlays, $27,700,000,000. 
"Fiscal year 1982: 
"(A) New budget authority, $30,300,000,-

000; 
"(B) Outlays, $30,000,000,000. 
"(k) Health (550): 
"Fiscal year 1980: 
"(A) New budget authority, $55,200,000,-

000; 
"(B) Outlays, $52,800,000,000. 
"Fiscal year 1981: 
"(A) New budget authority, $67,700,000,-

000; 
"(B) Outlays, $58,800,000,000. 
"Fiscal year 1982: 
"(A) New budget authority, $79,400,000,-

000; 
"(B) Outlays, $65,800,000,000. 
"(1) Income Security (600): 
"Fiscal year 1980: 
"(A) New budget authority, $210,300,000,-

000; 
"(B) Outlays, $181,800,000,000. 
"Fiscal year 1981: 
"(A) New budget authority, $232,400,000,-

000; 
"(B) Outlays, $201,500,000,000. 
"Fiscal year 1982: 
"(A) New budget authority, $267,900,000,-

000. 
"(B) Outlays, $228,700,000,000. 
"(m) Veterans Benefits and Services 

(700): 
"Fiscal year 1980: 
"(A) New budget authority, $21,200,000,-

000; 
"(B) Outlays, $20,600,000,000. 
"Fiscal year 1981: 
"(A) New budget authority, $21,900,000,-

000; 
"(B) Outlays, $21,400,000,000. 
"Fiscal year 1982: 
"(A) New budget authority, $22,800,000,-

000; 
"(B) Outlays, $22,700,000,000. 
"(n) Administration of Justice (750) : 
"Fiscal year 1980: 
"(A) New budget authority, $3,900,000,000; 
"(B) Outlays, $4,400,000,000. 
"Fiscal year 1981: 
"(A) New budget authority, $4,300,000,000; 
"(B) Outlays, $4,400,000,000. 
"Fiscal year 1982: 
"(A) New budget authority, $4,500,000,000; 
"(B) Outlays, $4,500,000,000. 
"(o) General Government (800): 
"Fiscal year 1980: 
"(A) New budget authority, $4,300,000,-

000; 
"(B) Outlays, $4,100,000,000. 
"Fiscal year 1981: 
"(A) New budget authority, $4,300,000,-

000; 
"(B) Outlays, $4,200,000,000. 
"Fiscal year 1982: 
"(A) New budget authority, $4,500,000,-

000; 
"(B) Outlays, $1,200,000,000. 
" ( p) General Purpose Fiscal Assistance 

(8!-'0): 
"Fiscal year 1980: 
"(A) New budget authority, $8,500,000,-

000; 

"(B) Outlays, $8,500,000,000. 
"Fiscal year 1981: 
"(A) New budget authority, $8,200,000,-

000; 
"(B) Out~ ays, $8,600,000,000. 
"Fiscal year 1982: 
"(A) New budget authority, $8,200,000,-

000; 
"(B) Outlays, $8,200,000,000. 
"(q) Interest (900): 
"Fiscal year 1980: 
"(A) New budget authority, $57,000,000,-

000; 
"(B) Outlays, $57,000,000,000. 
"(A) New budget authority, $59,000,000,-

000; 
"(B) Outlays, $59,000,000,000. 
"Fiscal year 1982 : 
"(A) New budget authority, $61,000,000,-

000; 
"(B) Outlays, $61,000,000 ,000. 
"(r) Allowances (920): 
"Fiscal year 1980 : 
"(A) New budget authority, -$4,800,000,-

000; 
"(B) Outlays, -$4,300,000,000. 
"Fiscal year 1981: 
"(A) New budget authority, -$4,800,000,-

000; 
"(B) Outlays, -$4,300,000,000. 
"Fiscal year 1982: 
"(A) New budget authority, $0 
"(B) Outlays, $0 
"(s) Undistributed Offsetting Receipts 

(950): 
"Fiscal year 1980 : 
"(A) New budget authority, -$19,700,-

000,000; 
"(B) Outlays, -$19,700,000,000. 
"Fiscal year 1981: 
"(A) New budget authority, -$21,500,000,-

000: 
"(B) Outlays, -$21,500,000,000. 
"Fiscal year 1982: 
"(A) New budget authority, -$23 ,900,000,-

000; 
"(B) Outlays, -$23 ,900,000,000.". 

The ACTING PRESIDENT pro tern
pore. Is there objection to the modifica
tion of the amendment? 

Mr. ROTH. I do not think there is. 
Mr. President, this is merely a correc

tion of some of the figures based upon 
the defense amendment that was worked 
o~t together with the Budget Committee. 

Mr. ROBERT C. BYRD. Mr. President, 
I do not think the Senator needs unani
mous consent to modify his amendment, 
does he? 

Mr. ROTH. No. That is correct. 
Mr. President, we have not requested 

the yeas and nays, so I have the right to 
modify my amendment. 

The ACTING PRESIDENT pro tem
pore. The Senator is correct. 

Mr. ROBERT C. BYRD. Mr. President, 
if the Senator will yield, I might put in 
a quorum call with the understanding I 
not lose my right to the floor. 

Mr. President, I ask unanimous con
sent that in this one instance the time 
on the quorum call-by the way, i.s time 
on the quorum call charged under the 
statute to the overall time on the resolu
tion? 

The ACTING PRESIDENT pro tem
pore. The Senator is correct. 

Mr. ROBERT C. BYRD. The time is 
charged. Why is time charged on quorum 
calls when it is not charged on rollcalls? 

The ACTING PRESIDENT pro tem
pore. Time for quorum calls comes out 
of the general time. 

Mr. ROBERT C. BYRD. Why is that? 
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The ACTING PRESIDENT pro tem
pore. Whereas time used in a rollcall 
vote is not considered debate. 

Mr. ROBERT C. BYRD. Is time for a 
quorum call considered debate? 

The ACTING PRESIDENT pro tem
pore. Under the Senate precedents when 
the Senate is debating a measure under 
controlled time, the time used for a 
quorum call must be charged against 
that time. 

Mr. ROBERT C. BYRD. I have to agree 
with the Chair. 

Mr. President, I ask unanimous con
sent that I be permitted to enter a 
quorum call in this instance and that the 
time not be charged against anyone. 

The ACTING PRESIDENT pro tem
pore. Without objection, it is so ordered. 

Mr. ROTH. I thank the majority 
leader. 

Mr. ROBERT C. BYRD. Mr. President, 
I suggest the absence of a quorum. 

The ACTING PRESIDENT pro tem
pore. The clerk will call the roll. 

The assistant legislative clerk pro
ceeded to call the roll. 

Mr. ROBERT C. BYRD. Mr. President, 
I ask unanimous consent that the order 
for the quorum call be rescinded. 

The ACTING PRESIDENT pro tem
pore. Without objection, it is so ordered. 

Mr. ROBERT C. BYRD. Mr. Presi
dent, I thank the distinguished Senator 
for yielding for a quorum call. 

Mr. ROTH. Mr. President, it is my 
understanding that the time taken on 
the quorum call and the time taken in 
the earlier discussion will not come out 
of my time. 

Mr. ROBERT C. BYRD. Mr. President, 
I ask unanimous consent that the time 
begin being charged now. 

The ACTING PRESIDENT pro tem
pore. Without objection, it is so ordered. 

Mr. ROTH. I thank the majority 
leader. 

Mr. President, my amendment would 
restrain the growth of Federal spending 
enough to provide for a $24 billion tax 
cut in calendar year 1980. Further spend
ing restraints are provided in calendar 
1981 and 1982 to provide further tax 
cuts of $35 billion and $75 billion. 

In fiscal year 1980 the impact of our 
amendment would be to provide for a 
tax cut of $15 billion. 

By combining these tax cuts with 
spending restraints the fiscal 1980 defi
cit is reduced to roughly $26.5 billion, 
and I emphastze, the budget would be 
balanced in 1981. 

Mr. President, this amendment would 
make this a budget of hope and of op
portunity, not one of despair and dis
incentives. I believe that today we have 
the opportunity of moving this Nation in 
a new d~rection . We are at a crossroad. 
The question is, Does the Senate dare 
to lead a new direction that promises 
growth and opportunity, or shall we fol
low the same path of yesterday. one that 
is based upon years of big spending, high 
taxes and inflation? 

I think it is only fair to say that the 
years of Keynesian theory of pumping 
up demand through spending have 
shown that it is not working. There is a 
growing consensus among both lib
erals and conservatives that more at
tention needs to be paid to the supply 

side of the economy. I know of no one 
who says we can afford to wait or can 
sEty that he or she is satisfied with the 
state of our economy. 

I believe the time for action is now, 
not tomorrow. Make no mistake, there is 
going to be a tax cut of some type for 
198:). The real que3tion is whether this 
Congress and this Senate will have the 
courage to foresee that need, and to lead 
the way, or whether we are going to wait 
and merely react to what the American 
people are going to demand. 

The economy is, sad to say, weakening, 
deteriorating. Unemployment is at 6 per
cent, and it is predicted by the White 
House as well as the Federal Reserve 
Board that by the end of 1981, the 6-per
cent unemployment will grow to 8.3 per
cent. That means that roughly 2.7 mil
lion American men and women are go
ing to be unemployed. I regret to say that 
what the Carter administration seems to 
be saying, and what this budget seems 
to be saying, is that we should fight infla
tion with unemployment. 

Mr. President, I ask Senators to look 
at the chart tehind me. It shows that by 
the end of 1980 there will be a new un
employment line that will reach all the 
way from this Capitol here in Washing
ton, D.C., to Plains, Ga. I do not believe 
that we should adopt a bankrupt policy 
of trying to reduce inflation through un
employment. I wonder what my liberal 
colleagues would have said if a Republi
can President or the Republican leader
ship had propo3ed that we reduce infla
tion through unemployment and reces
sion. 

Mr. President, I wou~d point out the 
inflation rate is at 13 percent. Interest 
rates are at 13 percent. We .iust cannot 
afford to just continue the po1icies of the 
past. Whlle I have the greatest respect 
for the leadership of the Budget Com
mittee, r know they are saying. "Let's be 
steadfast; let's continue past practices." 
But they say the same thi.ng every year. 
For example, in 1978, when we began 
consideration of the second concurrent 
resolution on the budget for 1979, the 
distinguished chairman of the Budget 
Committee said: 

This is an ant1-1nfia.tionary budget. We 
intend it as a signal to our citizens and to 
the private economy that the Federal Gov
ernment wm lead the way towards reducing 
inflation without sacrificing jobs. 

I submit. Mr. President. that the con
tinuation of those po1icies has not had 
that benign effect, but th~t today we 
suffer increased unemp1oyment, in
creased inflation, and high rates of in
terest. In addition. productivity is going 
down, so there is little hope for the fu
ture. under these policies. 

Mr. President, the second concurrent 
budget resolution calls for substantially 
higher tax and spending levels. Com
pared to the first budget resolution ap
proved by the Senate. the proposed 
resolution increases Federal spending 
by $98 billion, and increases Federal 
taxes by $193 billion between 1980 and 
1984. I know that the Senate Budget 
Committee contends that the size of the 
Federal sector relative to the private 
sector has been reduced. The fact is 
that the spending and tax levels proposed 
under the second budget resolution are 
substantially higher than the historical 

spending and tax levels over the last 25 
years . 

Under the proposed budget resolution, 
Federal spending in 1980 is projected 
to be 21.7 1;:ercent of GNP, the same level 
as in 1979. The average for the last 25 
years has only been 19.9 percent. So, ex
cluding the last 4 years, the proposed 
fiscal spending level is higher than any 
other spending level over the last 25 
years . And, Mr. President, the same is 
true with respect to the level of taxes. 
Over the last 25 years, taxes as a per
centage of GNP have averaged 18.8 per
cent. The tax burden has exceeded 20 
percent of the gross national product 
only twice in the last 25 years, during 
the 1969 and 1970 tax surcharge, and 
it has never exceeded 21 percent. Yet 
the budget resolution proposes to allow 
taxes to increase to 23.6 percent in 1980, 
and to 21.5 percent of GNP by 1981. 

Clearly this second resolution is at
tempting to balance the budget by al
lowing the tax burden to increase to the 
highest level in this country's history. 
Federal spending programs have in
creased to protect Government spend
ing programs from inflation. But I point 
out that the taxpayers are not pro
tected from inflation. To the contrary, 
they are being penal.ized. Government 
spending is projected to increase by 
nearly 10 percent next year, by $47 
billion. 

The Carter administration is asking 
the wrong people to tighten their belts. 
Instead of imposing austerity on the 
American people, we should have a pe
riod of Government austerity. Unless 
taxes are cut, millions of Americans are 
going to lose their jobs. By refusing to 
endorse a tax cut, the administration 
is trying to fight inflation by adding to 
the unemployment lines. 

Mr. President, we have two paths to 
follow. We can try to fight inflation by 
putting people out of work through an 
austerity program of high taxes , or we 
can reduce inflation by increasing pro
ductivity and real economic growth 
through lower taxes and less Govern
ment spending. 

I would point out that if this budget 
resolution does not provide for a tax 
cut, then, in effect, the Senate is voting 
for increased taxes for the American 
people. The Budget Committee's recom
mendation to delay tax cuts until 1982 
will cost the average familv of four $926 
in higher taxes. That is $393 in 1982 and 
$533 in 1981. The higher tax burden 
will reduce take-home pay, production, 
savings, and investment, resulting in 
more inflation, a deeper recession, and 
high unemployment. 

We believe the way to reduce inflation 
and offset the recession is to increase 
productivity and real economic growth 
through lower taxes and less Govern
ment spending. We cannot afford to wait 
until millions more Americans have lost 
their jobs. 

In closing, just let me point out, Mr. 
President, that there is a growing con
sensus in this country that we do need 
some new economic policies, that we need 
a tax cut now. This has been advocated 
not only by conservatives and Republi
cans, but by Democrats and liberals as 
well. 
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In closing, I would like to read the 

remarks of the chairman of the Joint 
Economic Committee on August 2, 1979, 
when he said : 

This disturbing new internal forecast 
clea.rly shows that our economic problems 
are far worse than expected and prompts me 
today to stand in the Senate to urge Con
gress to take action to turn our economy 
around. Sooner or later, the coming reces
sion w111 force this Congress to enact a tax 
cut. OUr economy wm be far better served 
if it is done sooner. 

Senator BENTSEN goes on to say: 
We cannot rely on the traditional response 

of more Government spending. 

He points out that since June, he had 
been calling for a tax cut, and he makes 
that call again. 

Mr. President, I think the time has 
come for Democrats and Republicans 
alike, conservatives and liberals, to work 
together to move this country in a new 
direction, to provide the incentives that 
will enable us to do something about 
savings, investment, and productivity 
so that we do have a budget of hope and 
promise, rather than one of despair and 
disillusionment. 

I now yield to the distinguished Sen
ator from Missouri. 

Mr. DANFORTH. Mr. President, at a 
time of consistent and very large Federal 
deficits and an extraordinarily high rate 
of inflation-an annualized rate of in
flation , according to the latest statistics, 
would be 14.9 percent-at first blush, it 
would seem that any suggested tax cut 
would be, by definition, inflationary. One 
of the problems that this amendment 
suffers in gaining the kind of support 
which I believe it deserves is the initial 
comment that is made, for example, in 
some newspaper arti :les and editorials, 
to the effect that at a time of high rate 
of inflation, we cannot have any tax cut. 
However, it is important to note that the 
amendment to the second budget reso
lution, which has been offered by the 
Senator from Delaware, proposes not 
only a $15 billion tax cut for the next 
fiscal year, but, in addition to that, would 
provide for a $19 billion reduction 1n 
Federal spending. So that, instead of 
increasing the deficit, this amendment 
would reduce the deficit by some $4 bil
lion; therefore, quite the contrary of 
what was reported, for example, in the 
Washington Post this morning, to the ef
fect that a lot of people are steering away 
from a tax cut at this time. It is pos
sible to fashion an approach to the Fed
eral budget whi · h would provide both 
for a reduction in the deficit and a re
duction in Federal taxes a-s compared 
with what the budget resolution would 
otherwise provide. 

The basic issue, therefore, Mr. Presi
dent, is not whether or not we are in
creasjng the deficit, because we are not, 
by this amendment. The basic question 
is a very fundamental one. That is, how 
much money do we want in the hands 
of the Government and how much money 
do we want in the hands of the rest of 
the country? The theory of this amend
ment is that, in comt:larison with the 
second budget resolution as it now 
stands, Senator RoTH would propose 
relatively less money in the hands of the 

Federal Government and relatively more 
in the hands of the American people. 

As pointed out by the Senator from 
Delaware, this amendment is contrary 
to the trends that we have been follow
ing in this country over quite some period 
of time. During the last 6 months, our 
total economy in America has been 
shrinking. During the last 6 months, the 
gross national product in the United 
States has declined by 1.6 percent. In 
recent years, the gross national product 
has not been on the decline, but it has, 
to say the least, been stunted in its de
velopment and now it has gone from a 
very flat level into an actual decline. At 
the same time that the gross national 
product has been flat or declining, the 
Federal p.artion of the economy-Federal 
taxes as a percentage of gross national 
product-has been on a steady increase. 
So, beginning in 1976, ea :h year, Federal 
income taxes, as a percentage of gross 
national product, have been on the in
crease, from 18.5 percent of GNP in 1976 
up to 19.7 in 1978, 20.4 in 1979, heading 
t.o 20.6 percent in 1980, and 21.5 percent 
estimated in fiscal year 1981. So we have 
had a steady increase in the portion of 
our economy which has been consumed 
by Government. 

The basic position that Senator RoTH 
takes and that his amendment would im
plement is that that course for the econ
omy is exactly wrong and that, instead of 
increasing Federal taxes as a percentage 
of gross national product and stunting 
the growth of the economy, we should be 
encouraging the growth of the economy 
and restraining the constant growth of 
the Federal Government and of Federal 
taxation. 

Now, Mr. President, it is important to 
note that, regardless of whether or not 
this amendment is adopted, Federal taxes 
are going to go up next year and the year 
after over what they are now, no matter 
what we do with this amendment, be
cause of the fact that inflation produces 
an extra dividend in Federal tax reve
nues. 

It is a well-known economic fact that 
£or every percentage point that inflation 
goes up, Federal tax revenues go up by 
a point-and-a-half. The reason for that 
is that inflation puts people into higher 
and higher tax brackets; businesses are 
not receiving the replacement value of 
equipment that they depreciate, and they 
are being taxed on the sale of inflated in
ventory. Federal tax rates go up with in
flation. 

In addition, next year and the year 
after, we have programed increases in 
social securitv taxes. In addition to that, 
we are going to pass some sort of wind
fall tax. We do not yet know exactly how 
much it is going to be, but according to 
the House bill, it would be somewhere in 
the nature of $100 billion over 10 years in 
windfall taxes. And what is often over
looked is that, as a result of decontrol 
of oil. Federal revenues from increased 
income taxes and royalties, regardless of 
the windfall tax, are going to go up very 
substantially. So, in 1980, we are going 
to see a total increase of Federal tax 
revenues from all of these sources of an 
estimated $23 .6 billion and by 1981, an 
estimated increase of $64.4 billion. 

Then the question that is presented by 
the Roth amendment is, can we reduce 
that increase? 

Even under the Roth amendment, 
when we consider increased Federal rev
enues from all sources, less the reduction 
in Federal income taxes called for by the 
Roth amendment, even under these cir
cumstances with the Roth amendment, 
total Federal taxes will go up by $8.6 
billion in 1980 and by $29.4 billion in 
1981. 

So even if a Senator were to favor the 
notion, and I cannot believe anybody 
would say so publicly, but even if some
body were to favor the notion for some 
reason of increasing Federal taxation, do 
not worry, Federal taxation is going up 
with or without the Roth amendment. 

But if we are going to put some brake 
on it, if we are to at least slow down the 
rapid acceleration of Federal tax reve
nues in real dollars and as a percentage 
of gross national product, we need to do 
something to roll back taxes. 

Mr. President, clearly, it is difficult for 
the Budget Committee, the Congress, the 
executive branch, to try to reduce Fed
eral spending by about 3% percent, I 
think, which would be the result of this 
amendment. But I have to believe that if 
we gave it our attention, really put our 
shoulder to the wheel, we could reduce 
Federal spending by 3% percent. 

Yes, it is going to be difficult. Some of 
the programs that I have fought for in 
committee and on the floor of the Senate, 
revenue sharing, welfare reform, yes, 
those would suffer as a result of this 
amendment. 

But the question, as the Senator from 
Delaware pointed out, is who is supposed 
to make the sacrifices? Why does the 
Federal Government continually get the 
free ride of the increased revenues from 
taxes? 

If the belt is going to be tightened, why 
should we not do it in Government, as 
opposed to always asking the American 
people to do it? 

That, basically, is the issue. 
Again, Mr. President, the question is, 

how much money we are going to put in 
the hands of Government, how much 
money we are going to take out of the 
hands of the American people. 

The PRESIDING OFFICER (Mr. 
PRYOR) . Who yields time? 

Mr. HATCH. Will the Senator yield? 
Mr. ROTH. I yield 10 minutes to the 

Senator fro:n Utah. 
Mr. HATCH. I thank my friend and 

coll.eague from Delaware. 
Mr. President, I would like to speak in 

favor of the Roth amendment and con
gratulate my colleague for again taking 
the initiative to attempt to bring some 
fiscal control to our Federal budget and 
to achieve the goal of obtaining a pro
ductivity stimulating tax cut for the 
American people. 

The proposal that Senator RoTH places 
before us is a modest proposal, only re
ducing Federal outlays by $16.7 billion 
in fiscal year 1980 and revenues by $14.7 
billion in fiscal year 1980. Senator RoTH's 
proposal would allow for a $24 billion 
tax cut for the American people in cal
endar year 1980. Figures calculated by 
the Joint Committee on Taxation tell 



25186 CONGRESSIONAL RECORD-SENATE September 19, 1979 

us that the American people face tax 
increases from increased social security 
taxes and from inflation pushing them 
into higher tax brackets of $16.2 billion 
in fiscal year 1980. Therefore Senator 
ROTH's proposal merely offsets the auto
matic tax increases the American people 
face this year and makes a little headway 
into offsetting the $17 billion worth of 
bracket creep they suffered in fiscal year 
1979. 

My colleagues should be very skeptical 
of the economic projections of the 
Budget Committee and the economic 
policies recommended by the Budget 
Committee. I have reviewed the history 
of the results the Budget Committee has 
projected would occur from the economic 
policies it has recommended in the past. 
I think my colleagues will be very in
terested in my findings. 

Last year at this time, when the Sen
ate was considering the second concur
rent resolution for fiscal year 1979, the 
Budget Committee projected that out
lays in fiscal year 1980 would be $536 
billion and the revenues would be $500 
billion, but indicated that there would 
need to be an additional stimulus of $8 
billion in either tax cuts or spending to 
achieve the economic goals they pro
jected. These goals, on a calendar year 
basis, were an inflation rate of 6.2 per
cent in 1980, 5.9 percent in 1981, 5.8 per
cent in 1982, and 5.9 percent in 1983. 
Real economic growth was projected to 
be 3.9 percent in 1980, 4.3 percent in 
1981, 4.3 percent in 1982, and 4.3 per
cent in 1983. The Budget Committee 
told the Congress at that time that if 
we would just follow the economic poli
cies that they were recommending we 
could hope to achieve these economic 
goals. One year later it is interesting to 
examine what has happened to these 
projections. 

For the 1979-83 period, outlays have 
been increased by $42.9 billion and reve
nues have been increa,sed by $93.2 billion. 
Whereas last year at this time the 
Budget Committee was projectin~; real 
growth of 22.6 percent over the 5-year 
period, they are now projecting real 
growth of only 17.1 percent over the pe
riod. On the other hand, while last year 
they were projecting inflation of 34.5 
percent over the 5-year period, they are 
now projecting inflation of 51.6 percent 
over the period. In other words, what the 
Budget Committee is telling us is that 
they were wrong, that we will have sig
nificantly higher expenditures and taxes, 
that we will have less real economic 
growth, and more inflation. Obviously 
the economic policies of the Budget 
Committee are not working. They are 
producing a stagnating economy wit.h 
lower and lower real economic growth 
and bi~her and higher rates of inflation. 
The Congress needs to understand why 
we on the Budget Committee have been 
so far off base in projecting the results 
of our economic policies. 

The reason is very clear to anyone who 
has discussed the problem with any of 
the leading new voices in the economics 
profession. The Budget Committee bases 
its economic projections and its economic 
policy decisionmaking on the recommen
dations and advice of the CongressiOnal 
Budget Office. The CBO's economic anal-

ysis and econometric model is based on 
outmoded and faulty economic assump
tions. 

These shortcomings are clearly dis
cussed in a published paper entitled "The 
Political Economy of the Congressional 
Budget Office" written by two prominent 
economists, Dr. David Meiselman and 
Dr. Paul Craig Roberts. I a.sk that this 
paper be printed in the RECORD at the 
end of my remarks. 

The PRESIDING OFFICER. Without 
objection . it is so ordered. 

<See exhibit 1.) 
Mr. HATCH. Mr. President, because of 

its narrow focus on the very short run, 
that is, 1 to 2 years, the CBO ignores the 
inflationary impact of many of the pol
icies it recommends and overstates the 
impact of many of the policies it recom
mends and overstates the impact on real 
economic growth of its policies. Most 
economists agree that, while expansion
ary Government economic policiP.s in the 
form of increased spending will stimu
late output and have little effect on in
flation for the first 2 years, in the longer 
run, the effect on real output will vanish 
and the impact on increasing prices will 
increase. 

In other words, by focusing on the 
short run, the CBO model incorrectlv 
advises us to follow policies that will 
bring about a short boo:;t in outnut with 
little effect on inflation, but will in the 
longer run, after the second year, only 
subst-.ntially increase inflation. How
ever, CBO never tells us about the im
pact these policies will have in the long
run future. 

Because they are only concerned with 
the very short-term conse1uences of 
these economic policies, the CBO ignores 
the effects that the policies of letting 
marginal tax rates continue to rise to 
unprecedented high levels and letting 
Government spending take over a larger 
and larger proportion of our GNP have 
on individual incentives to produce, save, 
invest, and work. The CBO has no idea 
of how the economic policies it recom
mends, imnact on the econo111ic decic;ion
making processes of individuals. This is 
because the CBO does not have in its 
model any equations which t ake account 
of the effects of Government-demand 
stimulus policies on the supply side of 
the economy. 

For instance, implicit in the CBO f'CO
nom\c analysis is the assumption th 'l t 
no matter how high an individual's mar
ginal tax rate rises he will continue to 
put out the same work effort. Or, no mat
ter how low the rate of return on in
vestment and savings falls , the CBO as
sumes thPt individu ::~.ls' and businesses' 
decisions to save and invest will not be 
affected. What is lacking from the CBO 
model is what economists call a rate of 
return analysis. It is changes in rates of 
return that affect people's incentives 
which influences their economtc be
havior. All of the new innovative work in 
the economics field recognizes the im
port-. nce of including rate of return 
analyses. The CBO. however, has not 
kept itself up to date in the new work 
be:ng done in economics. 

As a m -:ttter of fact, when I talked to 
some of these leading innovators in the 
economics world, they tell me that they 

cannot believe that anybody takes the 
analysis of the Congressional Budget 
Office seriously. I am told that the CBO 
economic analysis and model are a joke 
throughout the econom:cs profession. 
Yet we in the Congress have not faced up 
to this fact. The Budget Committee, 
despite its abysmal record of projections, 
has continued to rely blindly and with 
total faith on the CBO economic 
recommendations. 

The CBO model is also unable to deal 
with changes in internat:onal trade 
shifts or changes in the international 
flow of capital, and the impacts these 
have on our economy, because they deal 
with the United States as a closed econ
omy. Thus, any change in the interna
tional picture is considered as an out
side shock which is beyond the control of 
the U.S. Government's economic poli
cies. 

In fact, the economic policies of our 
Government have a major impa: t on our 
international trade position and on 
international capital flows. If the Gov
ernment's economic policies produce 
more inflation, foreign investors may lose 
confidence in the dollar and withdraw 
their investments, as they did last fall. 
Government tax policies may place our 
businesses at a disadvantage to foreign 
competitors who have more realistic de
preciation writeoffs or lower rates of 
corporate tax. 

The CBO cannot account for these 
effects and can only act surprised when 
there is a major shift in the interna
tional picture. But these changes do not 
occur in a vacuum, independent of U.S. 
Government policy actions, and the CBO 
should account for this in their model. 

The CBO analysis also ignores the 
effects that Government economic poli
cies have on potential GNP. Potential 
GNP is treated as some kind of constant, 
which grows in real terms by a fixed rate 
each year. The CBO model then analyzes 
the impact that different policies will 
have on the difference between actual 
and potential GNP. But potential GNP 
is not some unchanging constant which 
only grows at the same rate every year. 
If investment in productive new plant 
and equipment drops off substantially, 
as it has in recent years, our potential 
for real economic growth is permanently 
reduced until this investment is stim
ulated again. 

Since Government economic policies, 
through their impact on expectations 
and r-:ttes-of-return, produce disincen
tives or incentives to work, produce, save, 
and invest, they therefore affect individ
uals' decisions to work. produce, save, 
and invest, and therefore impact on 
potential GNP. The CBO analysis can
not explain why countries with tax struc
tures biased less against saving and in
vestment can continue, ye'lr after year, 
to grow at rates far in excess of the real 
rate of economic growth experienced in 
t.he United States. One would presume 
that if potential GNP grows by the same 
percentage rate every vear in the United 
States, it would do the same In other 
countries. Not so. 

I am afraid that the policymakers in 
Government know little about econo
metric models and the Wlcertainty sur-
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rounding their forecasts. Although the types of tax cuts individually, one can 
CBO does not bring this to our attention, see that the tax rate reduction, because 
the predictability of any variable in an it affects both the demand and supply 
econometric model is only accurate to a sides of the economy, has a much greater 
certain degree, and sometimes the stand- stimulative effect than does the tax re
ard deviation of the prediction is quite bate approach. Thus when CBO analyzes 
large. a tax rate reduction proposal, their 

Also, there may be wide deviations analysis is biased downward in regard to 
from the norm among the actual d~ta the stimulative effect that that tax rate 
used to estimate the equations in the reduction would have on the economy. 
model. However, since CBO does not They therefore project higher rates of 
adequately advise us of the uncertainty inflation, lower rates of real economic 
of its predictions, it biases its analysis in growth, and greater increases in the 
favor of a more expansionary and inter- deficit than would occur from a tax rate 
ventionist policy that the degree of un- reduction. 
certainty of their projections would And because the Congressional Budget 
warrant. Office believes that it is only consumer 
Wh~t the CBO and the Budget Com- demand that drives real economic 

mittee also fail to tell us is that we are growth, their analysis is biased against 
never presented with the pure computer savings. Again, this is a problem of their 
analysis of an econometric model. After analysis being too shortsighted. Jn the 
the data is run through the model, there long run, what drives economic growth 
are always problems and inconsistencies is savings and investment. Without sav
with results that must be corrected by ings, we cannot buy the plant and equip
subjective human adjustments. For in- ment we need to expand our capital base 
stance, at the time of the first resolution so that we can employ more people and 
this spring, I asked my staff to obtain increase their productivity in order to 
the implic~tions for real growth derived increase their real standard of living. If 
from the CBO model for the two alter- we consume all of our resources today, 
native budget resolutions we were con- there will be nothing left to build the 
sidering at that time. plants and equipment of tomorrow. We 

Although the only difference for fiscal may benefit ourselves modestly in the 
year 1980 in the two alternatives was a short term, but we will end up destroy
difference of $1.1 billion in outlays, the ing ourselves in the long run. 
difference in real economic growth pro- The CBO bias against savings is an
duced by the model, before human tink- other reason why they underestimate 
ering, was 0.3 percentage points. Once the the impact the tax rate reductions would 
red pencils were applied, the difference have on the economy. Because people will 
was determined to be only 0.1 percentage save some portion of any amount of 
points. But this adjustment was m~de money that is used for tax rate reduc
solely on the human judgment that it tions, whereas if the Government used 
was ludicrous to believe that you could the resources it would spend the entire 
have that much of a difference in real amount, the CBO therefore believes that 
growth from only a billion dollars differ- tax cuts are less stimulative than spend
ence in spending. ing increases. They therefore say that 

This human tinkering with the results Government spending has a greater 
of the model, plus the fact that subjec- stimulative effect on the economy than 
tive human assumptions must be made tax cuts. This implies that the Govern
in constructing the equations in an econ- ment can more productively spend our 
ometric model, destroy any notion of ob- money than individuals can spend it. I 
jectivity or scientific systematicness don't think too many of my constituents 
concerning these models. The Congress would accept this contention. 
should recognize that, because of the ex- Because of CBO's bias against savings 
tent of this human discretion, these and tax cuts, every time the budget com
models are little more scientific than mittee is faced with a choice between in
holding one's finger to the wind. creasing Government spending or cutting 

Perhaps one of the most significant taxes, the CBO economic analysis ad
problems in the CBO model is that it vises them that the spending increase 
cannot distinguish between different will have greater stimulative effect on 
types of tax reductions. It assumes that, the economv than the tax cut. Therefore, 
for instance, a tax rebate and a reduc- we always find ourselves locked into the 
tion in income tax rates will have the situation where we cannot afford to have 
same impact on the economy. However, a tax cut but we are promised that we 
while a tax rebate merely puts more will eventually get one 2 or 3 years down 
cash back into peoples pockets and the road. 
stimulates consumer spending, a tax rate However, when we get down the road 
reduction, while it has the same affect 
on demand, also increases incentives on 2 or 3 years, again there is an excuse why 
the supply side of the economy to work spending has to be increased and the tax 
more, produce more, invest more, and cut has to be .t:03tponed. Meanwhile, in
save more. Because reduction in the tax dividuals keep being pushed into higher 
rates increases the after-tax rate of re- and higher marginal tax brackets by in
turn on these activities, people have the ftation, even though their real incomes 
incentive to do more of these activities. are not increasing. In 1965, only 2,2 per
And these are the activities that produce cent of the taxpayers found themselves 
real economic growth in our economy in the 20 or above tax brackets, and only 
and lead to higher standards of living. 2.2 percent found themselves in the 30 

But the CBO, in its econometric percent or above tax brackets. By 1975, 
model, ju~t averages together the effects well over half, 53 percent of the tax
of thes~ different types of tax cuts. How- payers, found themselves in the 20 per
ever, 1f one examines these different cent or above tax bracket and 8.8 per-

cent found themselves in the 30 percent 
or al::ove bracket. 

In just 1 year, by 1976, fully 57.5 per
cent of the taxpayers found themselves 
in the 20-percent bracket and 11 percent 
found themselves in the 30-percent or 
above tax bracket. At the same time, real 
disposable weekly earnings have declined 
for the past several years to a level lower 
than they were in 1965. In other words, 
workers have had no real increase in 
their disposal income since 1965, because 
they have moved steadily into higher 
and higher tax brackets. 

If one looks at the average tax burden, 
which does not affect economic activity 
to the extent that marginal rates do, but 
which however is an important indica
tion of the Federal Government's impact 
on the economy, one sees that the aver
age tax burden has increased drastically 
over the past few years. 

In fiscal year 1975 taxes consumed 19.3 
percent of GNP. In the post-World War 
II period, taxes have averaged 18.6 per
cent of GNP. So even in fiscal year 1975 
the tax burden was higher than its his
torical average. With this budget resolu
tion, the Budget Committee projects that 
taxes will reach a 20.6 percent level GNP 
and will consume 21.5 percent of GNP 
by fiscal year 1981. This fiscal year 1981 
level will be a high for the postwar 
period. Indeed, even during World War 
II, when we had to finance a massive 
military effort, the tax burden never 
exceeded 21.3 percent of GNP. And except 
for the 2 years of the Vietnam surtax, 
the postwar tax burden has never ex
ceeded 19.5 .t:ercent of GNP before the 
congressional budget process began. 

I think the Budget Committee proves 
that they are not interested in reducing 
taxes. I think that this is unfortunately 
because of the faulty economi ::: advice 
and analysis they receive from the CBO. 
My colleagues should examine the record 
of economic projections the Budget 
Committee has associated with its eco
nomic poJicies, realize how far off base 
they have been, and do something new 
and innovative to reverse the trends in 
our economy that the Budget Commit
tee is responsible for . They can do this 
by adopting the Roth amendment whtch 
will allow us to begin in fiscal year 1980 
to enact permanent reductions in income 
tax rates which will stimulate the supply 
side of the economy and lead to higher 
economic growth in the future. 

Mr. President, I support the amend
ment of the distinguished Senator from 
Delaware, and I hope my colleagues will 
support it. He has fought a courageous 
battle these last years since I have been 
in the Senate. I believe he deserves our 
support. Until we start coming around to 
the point where we support his partic
ular approach, I think we will have all 
kinds of economic dislocations and dif
ficulties in the country. 

EXHIBIT 1 

THE POLITICAL ECONOMY OF THE CONGRES

SIONAL BUDGET OFFICE 

(By David I. Meiselrnan. Virginia Polytechnic 
Institute and State University, and Paul 
Craig Roberts, t h e Wall Street Jcurnal, 
and Hoover Institution, Stanford Univer
sity) 

INTRODUCTION AND SUMMARY 

This study describes and analyzes the 
operation o! the Congressional Budget Ot-
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flee's activities under the Congressional 
Budget and Impoundment Control Act of 
1974. It focuses on C.B.O.'s macrceconomlc 
analysis , which provides the basis for the fis
cal policy options that are presented to the 
Congress. The study finds that C.B.O.'s 
analysis and empirical studies are seriously 
flawed. 

In the C.B.O. analysis there is demand 
without supply, inflation without money, in
terest rates without capital, output without 
inputs, employment without wage rates or a 
labor market, and investment without saving 
or any change in the capital stock. Expec
tations are assumed to be static, and con
sumption is assumed to depend only on cur
rent disposable income. 

Fiscal policy is seen as affecting aggre
gate demand with no incentive or disincen
tive effects on supply. The study notes an 
anomaly in the C.B.O.'s treatment of money. 
After presPnting evidence that only money 
matters, C.B.O. proceeds to rely on a Keynes
ian fiscal model with no money at all. There 
is no attempt to reconcile the two views. 

The study concludes that the new budget 
process has institutionalized Keynesian fis
cal policy rather than budget balance as the 
concept of budget control. Now, deficits are 
rationalized in terms of scientific economic 
policy prior to the appropriations process. 
This tends to loosen rather than tighten con
straints on government expenditures. But the 
new concept of budget control has not 
changed incentives, and we doubt that the 
C.B.O. has the power to change the in
centives faced by politicians and bureaucrats 
in a democracy. 

The analytical error that may be more crit
ical than those inherent in the C.B.O.'s 
macromodel is the economist's assumption 
that public policy serves the public interest 
rather than the private interests of the pol
icymakers. 

I. THE CONGRESSIONAL BUDGET ACT 

The Congressional Budget and Impound
ment Control Act of 1974 established: (a) a 
new congressional budget process; (b) Sen
ate and House Committees on the Budget; 
(c) a Congressional Budget Office; and (d) a 
procedure providing congressional control 
over the impoundment of funds by the exec
utive branch. 

The Act was deemed necessary for several 
reasons. At a time when the federal "budget 
had become the nation's principal tool for 
determining governmental goals and eco
nomic policy, affecting nearly every facet of 
American society . . . the Congress lacked a 
comprehensive mechanism for establlshing 
priorities among its goals and for determin
ing economic pollcy through the budget 
pro~ess .. .. Budget actions never explicitly 
decided the size of the budget, whether 1t 
should be tn surplus or deficit, and precisely 
by what amount." 1 

Past budget reforms had enhanced and 
centralized budget authority in the Execu
tive Branch, while permitting increased frag
mentation of spending authority within the 
Congress. The concentration of financial and 
poltcymaking authority in the Office of Man
agement and Budget had no counterpart in 
the Congress. The Increasing use of Impound
ments by the Executive Branch was seen by 
the Congress as a direct challenge to its con
stitutional power to establish spending prior
ities. 

The Congress was disturbed by Its lack of 
control over spending. "Uncontrollables," the 
fastest rising part of the budget, had reached 
75 percent of the total. Backdoor spending, 
spending outside the regular appropriation 
process, was more than half of all spending. 
With its budget actions restricted to the 
authority to obligate funds , the Congress had 
no control over actual expenditures or out
lays, "resulting in little direct relationship 
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between congressional budget actions and 
actual expenaitures in any given year."~ 

Thus, the Act resulted from Congress 
desire (a) to explicitly relate its budget ac
tions to its economic policy, (b) to restore 
its power to establtsh spending priorities, 
and (c) to gain control over spending. This 
is the official rationale for the Act, and, like 
many official rationales, it conceals the fact 
that different groups supported the Act in 
the expectation of achieving different and 
mutually exclusive results.3 
A . Outline and timetable of the congressional 

budget process 
The timetable with respect to the various 

stages of the new budget process is as 
follows:~ 

On or before: Action to be completed: 
November 10, President submits current 

services budget. 
15th day after Congress meets, President 

submits his budget. 
March 15, Committees and joint commit

tees submit reports to Budget Committees. 
April 1, Congressional Budget Office sub

mits report to Budget Committees. 
April 15, Budget Committees report first 

concurrent resolution on the budget to their 
Houses. 

May 15, Committees report bills and reso
lutions authorizing new budget authority. 

May 15, Congress completes action on first 
concurrent resolution on the budget. 

7th day after Labor Day, Congress com
pletes action on bllls and resolutions provid
ing new budget authority and new spending 
authority. 

September 15, Congress completes action 
on second required concurrent resolution on 
the budget. 

September 25, Congress completes action 
on reconc1Uation bill or resolution, or both, 
implementing second required concurrent 
resolution. 

October 1, Fiscal year begins. 
The first budget resolution in any fiscal 

year sets targets. The second budget resolu
tion establishes a floor for revenues and a 
ce111ng on spending, both in the aggregate 
and for each major functional spending 
category.s 

B . The budget committees 
The House and Senate Budget Committees 

"are created to guide the Congress in the 
new tasks of setting national fiscal policy 
aggregates; that is, total spending, revenue, 
and debt levels." o 

II. THE CONGRESSIONAL BUDGET OFFICE 

The mission of the C.B.O. "is to provide 
the Congress with detailed budget informa
tion and studies of the budget impact of al
ternative poltcies" 1 so that Congress can 
carry out the budget process and consider 
the budget "in the context of the current 
and projected state of the national econ
omy." 8 "The law makes clear that the C.B.O. 
is to have a nonpartisan , highly professional 
staff and that it is to provide a wide range 
of fiscal and budget information and anal
yses. C.B.O. does not make recommendations 
on policy matters but provides Congress with 
options and alternatives for its considera
tion." D 

C.B.O. (a) provides periodic forecasts and 
analyses of economic trends and alternative 
fiscal policies; (b) keeps score of congres
sional action on individual authorization, 
appropriation, and revenue bills against the 
targets and ceilings in the concurrent budget 
resolutions; (c) develops five-year cost esti
mates for implementing any public bill or 
resolution reported by congressional com
mittees; (d) provides at the beginning of 
each fiscal year five-year projections on the 
costs of continuing current federal spending 
and taxation policies; (e) provides by April 
1 of each year "a fiscal policy report which 
includes a discussion of alternative spend
ing and revenue levels, levels of tax expend!-

tures under existing law, and alternative al
locations among major programs and func
tional categories , all in the light of major 
national needs and their effects on balanced 
growth and development of the United 
States" ; 10 and (/) provides additional stud
ies. (See Appendix for statutory tasks and 
organizational chart, Figure 3, of C.B.O.) 

A primary motive behind the formation of 
the C.B.O. was the Congress's desire to have 
its own source of budget information. The 
Congress's ability to work its own purposes 
was constrained by its dependence on infor
mation supplied by the Executive Branch. 

III . MACROECONOMICS AT THE C.B.O. 

This study focuses on C.B.O. 's analysis of 
macroeconomic conditions and forecasts and 
related public policy issues regarding eco
nomic stability and growth, unemployment 
and interest rates which attract major atten
tion of the Congress and the pu bllc. 

Although it is less than three years since 
C.B .O. published its first report, its publica
tion list is already lengthy. As of May, 1978, 
the C.B.O. bibliography contained 166 titles, 
144 separate studies, and 22 Congressional 
Budget Scorekeeping Reports.n On the basis 
of an unsystematic sample, we estimate that 
these average 70 pages, or roughly a total 
of 12.000 pages. 

There are several main categories of pub
lished studies and reports in addition to 
those dealing with macroeconomic condi
tions and policies. Much of the C.B.O.'s 
work and the majority of their published 
studies a.re devoted to other budetary and 
public policy analyses and problems which 
abstract from stab1llzation issues. Forty
eight of the publtshed studies are "Back
ground Papers," which are detailed analyses 
of a wide range of topics, e.g., "New York 
City's Fiscal Problems: Its Origins, Potential 
Repercussions and Some Alternative Polley 
Responses ," "High way Assistance Programs: 
A Historical Perspective," and "Force Plan
ning and Budgetary Implications of US. 
Withdrawal from Korea." 

Thirty-seven of the published studies are 
"Budget Issue Papers" that cover topics s11ch 
as "Catastrophic Health Insurance." "The 
Costs of Defense Manpower: Issues from 
1977," and "Federal Prison Construction: Al
ternative Approaches." There are also 30 
published Staff Working Papers and 11 Tech
nical Analysis Papers that tend to be more 
technically and methodologically oriented 
than the other studies. 

In addition to these published reports, 
there is extensive testimony by the C.B .O.'s 
Director before Congressional committees as 
well as various unpublished reports and 
communications, and unpublished studies 
such as the C.B.O. wage-price model. 

Given the volume and the scope of the 
C.B.O. studies, we have limited this paper 
to an evaluation of the main elements in the 
C.B .O.'s analysis of budget ag@"regates and of 
stabilization problems and policies, in many 
respects the main and mandated business of 
the C.B.O. In the concluding section we offer 
some judgments concerning the impact of 
the C.B.O. and its outpouring of studies, 
reports, papers, analyses, and computer runs. 

In the main, the C.B .O. analyses of stabi
lization prospects. problems , and polic!es v.re 
dis-appointing. The analyses ignore both the 
important and fundamental advances tn 
economic science of recent years and the 
openness of the U.S. economy. Given the cur
rent state of economics, they can surely do 
much better. Instead, the C.B.O. analvses are 
largely derived from the relatively unsophis
ticated Keynesian models of the 1950s. 

The C.B.O.'s treatment of money and 
monetary analysis are deficient. The C.B.O. 
has also simply ignored the questions raised 
by rational exoectations theorists and others 
about the efficacy of discretionary fiscal 
policy and discretionary stablllzation policy. 
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In keeping with the focus on short-run sta
bilization, there is no long-run analysis 
worthy of the name. Even in the one study 
that claims to be an analysis of long-run 
issues, saving impairs economic performance 
and growth. Further, C.B.O. analyses gen
erally ignore international trade and capital 
movements by assuming a closed economy. 

The empirical and econometric work re
ported by C.B.O. consists mainly of estimates 
obtained from large-scale econometric 
models by adding additional numerical con
straints to the many constraints found in 
the large-scale analyses. The results of these 
numerical exercises are used as the basis for 
C.B.O. analyses. Most of the C.B.O.'s empiri
cal work is little more than curve fitting and 
casual empiricism. However, despite the em
phasis on curve fitting, there is not a single 
statistic showing goodness of fit for the 
C.B.O. estimates or for those of the large
scale econometric models employed in the 
keystone multipliers study we survey below. 
C.B.O. does not report how well parameter 
estimates have fit past data. The presump
tion seems to be that the set of fitted values 
correctly project the future without error. 
But this presumption is never tested, be
cause there are no comparisons of post
sample forecasts and actual events. 

To be sure, much of C.B.O.'s output, espe
cially their forecasts and their evaluations of 
the impact of fiscal policy on economic ag
gregates, is a response to Congressional man
dates and inquiries. But we believe that these 
tasks, as well as the questions themselves, 
largely derive from presumptions and (a) 
compensatory fiscal and stabllization policy 
work; (b) valid, precise, and dependable an
swers are readlly avallable; (c) economists 
can tell Senators and Congressmen about the 
implications of fiscal policy changes for 
prices, employment, gross national product, 
and the like, quarter by quarter, at least up 
to, and sometimes even beyond, the next 
election. The presumption that a valid and 
relatively precise analysis already exists and 
that only relatively minor additional efforts 
are required to yield a host of dependable 
answers biases the kinds of questions asked. 
The same presumptions also bias what are 
perceived to be policy problems workable 
policy instruments, and attainable solutions. 
For example, if tax cuts are seen as affecting 
only aggregate demand, there is no point ln 
considering any connections between taxes 
and aggregate supply, labor force participa
tion, and the like. 

We have had thirty years of experience with 
the Employment Act of 1946 and its pre
sumption that the type of model used by 
C.B.O. ls valid and that short-run stablliza
tion goals for employment can be achieved 
by the use of fiscal instruments. These pre
sumptions follow. in part. from belief in the 
analytical power of adding up GNP com
ponents, the ease of forecasting and fooling 
markets. the efficacy of fiscal policy, essen
tially static anticipations, and the general 
absence of supply and relative price consid
erations. The results have been inflation, big 
government and more intervention without 
much evidence tl'lat economic stability has 
been increased, or unemployment reduced, by 
policy action. 
IV. THE C.B.O.'S STABILIZATION POLICY MODEL 

The most explicit statement of C.B.O.'s 
macroeconomic model is found in a C.B.O. 
study, The C.B.O. Multipliers Project: A 
Methodology for Analyzing the Effects of 
Alternative Economic Policies ( 1977). As this 
study, itself states, "the basic model pre
sented there Ls in fact the one C.B.O. has 
used for nearly all its policy simulation 
work" (p. 15) .11 

Our reading of the various C.B.O. reports, 
especially those prepared by the C.B.O. Fiscal 
Policy Division and dealing with forecasts, 
the analysis of current economic conditions, 
and the 1mp11cations of alternative stab111za
tion policies, indicates that the C.B.O.'s own 

statement of the widesp;read use to which 
this basic model is put is substantially cor
rect. This is why it is especially instructive 
to focus special attention on this one study. 

However, we should point out that, for all 
the shortcomings of this "basic model," some 
of which are described below, it is an im
provement over the first models used by the 
C.B.O., which must have raised the doubts 
and suspicions of both monetarists and fis
caUsts. These earlier models generated rather 
novel and somewhat bizarre results, and 
parts of them appear to have been aban
doned since. For example, in the first C.B.O. 
study, Infiatton and Unemployment: A Re
port on the Economy ( 1975), faster growth 
of the money supply is seen as leading to 
somewhat lower, not higher, prices. In addi
tion, although effectively raising tax rates, 
by not extending the temporary tax provi
sions of the Tax Reduction Act of 1975 
scheduled to expire at the end of 1975, was 
analyzed as having no effect on prices, an 
additional tax cut of $15 b1111on was analyzed 
as causing prices to be somewhat lower than 
they would otherwise be. (See pp. xv, xvi). 

The novelty and complexity of large econ
ometric models and their e~timating tech
niques mean that most of the analysis used 
to generate the computer output is un
famlllar to the typical Senator and Con
gressman, and to most members CY! their 
staffs. Thus, the results must be taken on 
faith by policymakers, if they are taken at 
all. This faith is frequently shaken because, 
although there are many common elements 
ln these large-scale models, they frequently 
yield vastly different answer<;, much to the 
embarrassment of analysts who have access 
to more than one model, or who have to 
defend one set of results a~atnst another. 
Because of the complexity of the model<~, it 
is frequently difficult to know why these 
differences exist. Moreover, these differences 
tend to create a lack of confidence in models 
as well as in the analytical orientation that 
they reflect. 

In the C.B.O.'s own words, "The Multiplters 
proiect is an attempt to understand and deal 
with the diversity of results that various 
models may produce" (1977b, p. ix). The 
various models C.B.O. examines a.re r~?stricted 
to the five large-scale econometric models of 
Data Resources Incorporated (D.R.I.). Whar
ton, Chase econometrics, MIT-Penn (MPS). 
and Fair. The presltmption ~eems to bP. that 
large-scale econmetrlc models are essential
ly the only kind of analysis useful for esti
mating the impacts of federal tax and ex
penditure policies. To avoid the problem of 
the diversity of answers, the C.B.O. mal{es its 
own estimates of a. set of "key ratios," to be 
discussed below. These ra.tios appear to be 
the middle-of-the-range consensus of the 
five models. The C.B.O.'s study includes the 
calculation of at least 60 different "key 
ratio" values for each of these five models 
and the C.B.O.'s Baste Multipliers Model. In 
all cases the C.B.O. parameter values are 
bracketed by the other five. Neither the 
original models nor the C.B.O. "key ratios" 
are tested. 

The C.B.O. exercises clearly intend to esti
mate parameter values; they are not in
tended to test any of the large-scale models 
or the C.B.O. "key ratios." Not every useful 
empirical exercise must include a rigorous 
test, but unless "key ratios" or other param
eters are tested (or testable) , there is no 
wa.y to know whether there ls any validity 
to the exercise, a.nd whether the Congress 
is being supplied with good analysts. 

Differences in "key ratios" are resolved by 
the C.B.O. "on a basis of reasonableness, 
other empirical studies, and when necessary, 
simply averaging across models (1977b, p. x). 
The selected "key ratios" are called "a uni
form set of procedures for calculating pollcy 
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impacts" (p. ix) . "Key ratios" and multi
pliers are presented on a quarterly seasonal
ly adjusted basis for 10 quarters. Real varia
bles, such a.s output and unemployment, are 
also derived from a two-equation wage-price 
model, which we discuss below. 

In addition, the C.B.O. analysis asserts 
that "key ratios" and multipliers depend on 
initial conditions, which are likely to change 
from year to year. Therefore, "the analysis_ 
needs to be redone whenever there is a sub
stantial change in initial conditions. C.B.O.'s 
tentative plan is to redo it once a year" 
(p. 2). 

This raises the question of how to identify a. 
substantial change, or how to systematically 
alter the "key ratios" on the basis of new in
formation. There does not appear to be any 
tested basis for doing so, especially since the 
various interest, price, and substitution elas
ticities as well a.s the supply and labor 
market responses to changes in initial con
ditions are omitted from the analysis. Ex
pectational considerations are omitted &so. 

The elasticities are a set of empirical pre
sumptions about a limited range of nominal 
expenditure responses. C.B.O. claims, how
ever, that the elasticities summarize a wide 
range of price and wealth responses as well 
as income-expenditure relationships and 
they are reduced-form coefficients. C.B.O. 
never explains or makes explicit what price 
and wealth responses are being summarized 
or what structure generates the reduced
form. Whatever the partial responses may be, 
they, too, are omitted, so it is ' difficult to 
derive testable implications or to test the 
unspecified set of structural relations thalt 
constitute the overall model. 

To derive the nine a, b, and c coemcients 
for the model, simulations of the fiscal policy 
in five full-scale models were m;ed. Accord
ing to the C.B.O., "Each econometric model 
simulation yields a specific set of values for 
the key coxnponents that together capture 
the total change 1n G.N.P. implied by that 
model. The G.N.P. multiplier is an algebraic 
function of the coefficients of the basic 
model, called 'key components' of the multi
pl1er."I3 Then, C.B.O. derived quarterly 
values for each of the coefficients for the 
first through tenth quarters. Comparisons 
of some of these estimated coefficients are 
shown below. 

The Basic Multipliers Model (1977b, p. -i) 
is: 

~GVP£(t)=~C$(t)+~Fl$(t)+~GGi(t)+~t7Ei(t) 
- +~X$(t), (1) 

~C$(t)=as, (~INC~<gTR$(t)-~TP$(t)),' (2) 

~1NC$(t)=bs ,~GNP$(tH ct ,~GE$(t), (3) 
~T.R$(t)=-b2 ,~GNP$(t)-cz,~~~¥1o$(t), (4) 

~TP$(t)=ba ,~INC$(t)-CJ,~G~g)TPO$(t), (S) 

~Fl$(t)=a2 ,~f;NP$(t)-~GE$(t)],' (6) 
~X$(t)=a3 1~GNP$(t)+~XO$(t), (7) 

w~JiP$= Gross national product, 
C$= Consumption, . 

Fl$=Fixed investment (business and res1dentlal) 1 
GG$= Federal Government purchases except public 

employment, . . 
GE$=Public employment spendine: net of ~tsplace

ment Federal and State and local (displaced 
tun<is' used for tax reduction or 11:eneral 
State and local spending enter as TP$ or 
GO$), 

X$=Rest of GNP$: inventory investment, net 
exports, State and local spending other than 
public service employment, 

INC$= Wages and s .J.~es and other labor income 
and nonwage mcome, 

TR$=Federal transfer payments, 
TP$=Federal personal tax revenues (including 

employee payroll taxes), 
TRO$= Intercept, transfer payments. 
TPO$=Intercept, personal tax. revenues, 

XO$=Intercept, other spend1ng, 
t=Time, in quarters. 

All variables are in current dollars. 

Note that the model has two maln equa
tions. There is a slxnple consumption func
tion· current personal consumption expendi
ture~ per quarter is a linear !unction of dis
posable personal income. Fixed investment ls 
a function of GNP less net publlc employ
xnent spending. The investxnent function 1& 
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llttle more than a simple accelerator modi
fied to exclude publlc employment expendi
tures !rom GNP. This equation Implies that 
public employment expenditures reduce in
vestment. The other equations are either 
identities, or equations that deal with the 
residuals, or predetermined variables, as in 
the case o! federal government expenditures. 

Tbe model has a limited range of implica
tions. It wm not provide answer::z (implica
tions) for many important questions. The 
model is mute about the effects of changes In 
rP.lative prices or m the tax structure. (The 
same is generally true to the large-scale 
models.) For example, when the Multipliers 
Project tried to analyze the GNP lmpllcatlons 
of a change in the corporate profits tax, it 
correctly noted (p. 20). "The baslc multipllers 
model does not include dividends, corporate 
cash flow, or the corporate tax rate as separate 
determinants of consumption and investment 
spending and, therefore, cannot account for 
the effect of change ln corporate taxes on 
spending." (The same general problems also 
hold !or the analysis o! money.) To deal with 
these deficiencies, the study adds several 
other variables. But, it simply ignores the 
impact of a change in corporate profits taxes 
on the cost of capital or the effect o! a dif
ferential tax cut on expenditure patterns or 
on relative rates of return. 

The quarterly values of the marginal pro
pensity to consume, al' ln the Basic Multi
pllers Model are close to the average marginal 
propensity to consume out of current dis
posable Income !or the five large-scale econo
metric models. These are shown in Table 1, 
taken directly !rom the C.B.O. study (p. 6). 
Model 1 is !rom D.R.I.; Model 2, Wharton; 
Model 3, Chase; Model 4, MIT-Penn (MPS); 
and Model 5, Fair. The parameter values for 
the five models were derived by simulating a 
change in federal government expenditures, 
holding the path o! unborrowed reserves con
stant. As the C.B.O. notes, "Selecting un
borrowed reserve implles that both interest 
rates and the money supply rise moderately 
in response to an expansionary fiscal move" 
(p. 6). The C.B.O.'s study does not attempt to 
distlngutc;h between the monetary effects of 
fiscal pollcy and the corresponding changes 
in prices, interest rates, and the llke stem
ming from the change in the stock o! money 
and, on the other hand, the purely fiscal 
pollcy effects o! changes in government ex
penditures or taxes when the money stock is 
held constant. 

TABLE 1 
[Quarterly values of at) 

Models Basic mul-

Quarter 
tipliers 
model 

!_ ____________ 0. 41 0.26 0. 55 0. 25 0.68 0.35 
2------------- .63 .26 . 47 . 37 .80 .45 3 _____________ .68 . 28 . 56 . 44 . 95 . 51 4 _____________ .71 . 30 . 65 . 51 . 97 . 55 5 _____________ . 73 . 39 .68 . 58 1.02 . 60 6 _____________ 

. 73 .49 .67 .62 .96 . 62 
7------------- . 73 .69 .69 .65 .97 . 67 g _____________ . 71 . 83 . 70 . 70 . 98 . 70 9 _____________ . 71 . 75 . 70 .72 . 95 . 71 10 ____________ .71 .67 . 70 . 76 .90 . 71 

increase ln the level of, say, government ex
penditures in a given quarter followed by a 
decrease the sub<;equent quarter. Again, the 
C.B.O. "basic multipliers" are near the mid
dle of the range of estimates. 

Quarter 

TABLE 2 
(Quarterly values of a2J 

Models Basic mul-
tipliers 
model 

l_ ___________ _ 0.02 0.07 0.03 0.04 0.08 0.06 2 _____________ .03 .12 .05 .10 .14 .11 3 _____________ 
.04 .18 .07 .14 .17 .17 4 _____________ .05 . 21 .09 .16 . 21 .19 5 _____________ .06 .22 .08 .18 .22 .20 6 ________ _____ .06 .23 .06 .18 .25 .20 7 _____________ .05 .23 .04 .18 .24 .19 a _____________ .05 .22 .03 .17 .24 .18 9 _____________ .03 .16 . 01 .16 .24 .16 10 ____________ .03 .06 . 01 .16 .24 .14 

The seven equations are combined to yield 
the following multiplier expression !or ana
lyzing fiscal pollcy disturbances. C.B.O. (p. 
12) summarizes the fiscal multipller as 
follows: 

The Fiscal Multipller Formula 

The seven equations llsted in the basic 
multlpllers model can be combined through 
simple algebra to yield the following multi
plier expression for standard changes in fiscal 
pollcy: 

[~GG$(t) + ~XO$(t) + a 11[~ TRO$(t) 

-~TPO$(t)J + [1 + au(cu(l-b11)-
C21 + C11) 

-a2,]~GE$(t)]. (8) 
The first expression on the right-hand side of the equa

tion is the mutilplier for changes in government purchases 
other than public employment programs. It depends on 
six of the parameters of the model, namely: 

a,, the ratio of a cha•tge in consumption to a change in 
disposable income 

a2, the ratio of a change in investment to a change in 
GNP 

a3, the ratio of a change in "other GNP" to a change 
in GNP 

bt. the fraction of a change in GNP going into wages 
and salaries and other labor income and non wage 
income 

b2, the fraction of a change in GNP serving to reduce 
transfer payments 

bJ, the fraction of a change in wages and salaries and 
other labor income and nonwage income going 
into personal tax payments 

The GNP multiplier derived !rom the Basic 
Multipliers Model, which is shown in C.B.O. 
Table 6 (p. 14). is reproduced here as TeJble 3. 
Note that the implied balanced budget mul
tipllers, the difference between the federal 
government expenditure multiplier and the 
federal tax multiplier, are always 'below 
unity. They range !rom 0.70 in quarter 1 up 
to 0.98 1n quarter 6, and decline to 0.87 in 
quarter 12. 

TABLE 3.-CHANGE IN GNP RESULTING FROM A PERMA
NENT INCREMENT IN POLICY INSTRUMENT 

Quarter 

. 4 
S-------------
6-------------
7------------
JI··----------
~-------------

~f = ========== 

12 ___________ _ 

Federal 
Government 

purchases 
of goods 

2.00 
2.22 
2. 41 
2. 62 
2. 71 
2.66 
2.53 
2.44 
2.44 

Public 
service 

employment 

1.66 
1.78 
1. 90 
2. 04 
2.12 
2. 01 
1.96 
1. 89 
1.89 

Federal taxes 
or transfers 
(with oppo

site sign) 

-1.07 
-1.27 
-1.43 
-1.64 
-1.77 
-1.74 
-1.64 
-1.57 
-1.57 

1. THE C.B.O. MULTIPLIERS MODEL AND 
MONETARY POLICY 

Fiscal pollcy simulations discussed above 
assume constant paths o! unborrowed re
serves. The C.B.O. multipllers model does not 
ignore monetary pollcy. Monetary policy is 
identified as the path o! "unborrowed" re
serves. Because borrowed reserves have gen
erally been small in recent years, the C.B.O.'s 
indicator o! monetary pollcy is close to total 
reserves !or recent observations. In other 
years, however, changes in borrowed reserves 
were important sources o! change in the base 
and in the money supply, so parameters esti
mated using data !or earller periods may be 
inappropriate to the current period. In addi
tion, unborrowed reserves may also be a poor 
proxy !or the money stock because o! changes 
in currency and the Vl8riabllty o! the cur
rency-deposit and o! the currency-base ratios, 
thus making !or addit1onalinstab111ty in the 
relationship o! unborrowed reserves to the 
monetary base and money. Also, changes in 
the money multipller and money, result !rom 
reserve requirement changes. These !actors 
are an additional source o! discrepancies be
tween unborrowed reserves and money. 

Because Concurrent Resolution 133 requir
ing the Federal Reserve to present money 
supply targets was adopted by the Congress 
over two years ago, it is surprising that the 
C.B.O. still uses the unborrowed reserve con
cept. (The Open Market Committee directives 
do not.) Although the Federal Reserve may 
have problems because its targets are incon
sistent, the set o! inconsistent targets Is es
sentially made up o! the money supply and 
interest rates; it excluded unborrowed 
reserves. 

The five large-scale models have even more 
diverse responses to monetary policy than to 
fiscal policy. Table 4 shows the simulation 
results o! a $1 bUlion step increase in un
borrowed reserves on the Treasury Blll rate 
(in percentage points) and nominal GNP (in 
billlons o! dollars). Note the standard Key
nesian results. Expansionary monetary pollcy 
lowers interest r&~tes; the initial decllne in 
rates is later moderated by the effect o! rising 
income on the transactions demand !or 
money. Four o! the five models also show long 
lagged effects o! changes in unborrowed re

[ln billions of current dollars for each billion dollar permanent serves on GNP. Note also the very wide range 
increment) o! simulation results !or both illiterest rates 

Federal Federal taxes and nominal GNP. Chase, Model 3, shows at-
Government Public or transfers most no GNP impact o! the change in un-

purchases service (with oppo- borrowed reserves; Wharton, Model 2, shows 
Quarter of aoods employment site sian) h t 

The quarterly values o! a
2 

in Table 2 are only a small change; the ot ers appear 0 

copied from the c.B.O. paper's Table 4 (p. have substantially larger GNP changes. The 
10). These values are !or a sustained shl!t in ~------------- t!~ ~J~ -~:~~ C.B.O. makes no attempt to reconcile the 
one o! the disturbances, not a once-for-all 3::::::::::::: 1. 79 1.57 -1.09 differences. 

TABLE 4.-CHANGES IN 3-MO TREASURY BILL RATE AND GNP DOLLARS IN T-1 RESULTING FROM A STEP INCREASE OF $1 BILLION RESERVES 

Model 1 Model2 Model 3 Model 4 ModelS Modell Model2 Model3 Model4 ModelS 
----

Quarter Rate GNP Rate GNP Rate GNP Rate GNP Rate GNP Quarter Rate GNP Rate GNP Rate GNP Rate GNP Rate GNP 

l_ ______________ -0. 98 3.4 -0.60 0. 3 -0.13 0 -0.6 0. 5 -1.26 0. 1 6. -------------- -.83 30.0 -.42 6. 9 -.09 4.2 - . 7 15.8 -.65 16.4 
2 _______________ -1.06 5. 4 -.42 . 9 -.13 2. 5 -.8 1.8 -1.24 3. 7 7--------------- -. 73 33.2 -.39 9. 4 -.08 4.2 -.6 20.9 -.54 20.8 
3 _______________ -1.08 13.3 -.45 1.9 -.12 4.8 -.8 4. 2 -.97 6. 818 _______________ -.61 34.8 -.35 12.5 -.08 4.3 -.5 26.9 -.33 24.9 
4 _______________ -1.05 19. 8 -.45 3. 3 -.12 4. 9 -.8 7. 4 -.97 10. 0 9 _______________ -.51 35.2 -.33 13. 7 -.09 4. 1 -.5 33.6 -.29 28.2 
s _____ ---------- -.96 25.5 -.44 5.0 -.11 5. 5 -.7 11.4 -.83 14.2 to ______________ -.45 34.2 -.32 13.0 -.10 3. 7 -.4 40.9 -.17 31.3 
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In the C.B.O. treatment of monetary p'Ollcy, 

unborrowed reserves is added as an addi
tional variable in three of the seven equa
tions of the C.B.O. basic multipliers. This 
model is modified to include unborrowed re
serves in three of the equations by simply 
adding unborrowed reserves as an additional 
variable. The three equations are the con
sumption function (equation 2), the fixed 
investment function (equation 6), and the 
residual "rest of GNP" (equation 7). The 
equations become -

.6.C$(t) =a a t(.6.INC$(t)+.6, TR$(t)- .6. TP$(t)) 
+dt t.6.R U$(t), (2)' 

.6.Fl$(t)=at ,.6,GNP$(tHdtt6.RU$(t), (6)' 

.6,X$(t)=aJ ,.6,GNP$(t)+.6.XO$(t)+dJ ,.6,RU$(t), 
(7)' 

where R U$=unborrowed reserves. 

The parameters d 11 d 2, and d3 evaluate the 
impact of the change in unborrowed reserves 
on personal consumption expenditures, fixed 
investment expenditures, and "rest of GNP," 
respectively. The coemcients portray what 1s 
expected to happen to each of three GNP 
components as a direct result of changes in 
unborrowed. reserves. Analogous to the usual 
Keynesian ·formulation of spedfic income ef
fects on particular classes of expenditures, 
there are assumed to be separate dependable 
relations between changes in unborrowed re
serves and consumption, fixed investment, 
etc. 

To derive the formal unborrowed reserves 
GNP multipliers. equations (2) ', (6) ', and 
(7)' are substituted into the basic multi
pliers model, yielding 

da 

[(da+ds+da)ARU$(t)) 
AGNP$(t)= ----------

[1- (aa,(ba,(l-bu) -bu)+a,,+aat)) 
+!fiscal multiplier) 
X fiscal policy variable). 

The denominator is the same as the de
nominator of a simple government purchases 
multipler, and the numerator shows the 
total direct GNP increment stemming from 
a change in unborrowed reserves. 

This approach permits the C.B.O. Ba.alc 
Multipliers Model to include monetary policy 
without changing the format of the basic set 
of equations. Again, the model presumes that 
only the simple Keynesian framework and 
transmission mechanism are valid. It rules 
out the possib111ty that the dependable link 
is between the nominal stock of money, or 
even unborrowed reserves, and aggregate 
nominal GNP, and that relative prices largely 
determine resource allocation and the com
ponents of GNP. It rules out the alternative, 
and widely-held view that, for a given stock 
of money, changes in supplies of and de
mands for particular components of GNP 
change relative prices and resource allocation 
but leave aggregate nominal income fixed, so 
that changes in the demand for any class of 
expenditures tend to alter or crowd out some 
others. The link between nominal money and 
nominal GNP may be a dependable one even 
1! the connections between money and any 
one specific component of GNP are weak. 
Indeed, the evidence would seem to be con
sistent with thls alternative view. 

The weak relationship between changes in 
the stock of money and any given class of 

TABLE 5 

[Quarterly values of da, dt, d,, and btl 

dt 

!~~~~~~~i~i~gd~rs !~~~':n~~~i~~~:d~rs 
Quarter/parameter 

t_ ----------------------------2-----------------------------3-----------------------------
4 _______ ----------------------
5 _________ --------------------
6_ ------------ -------------- --7-----------------------------8 _____________ ----------------
9 _____ ------------------------

10_ ----------------------------

Multipliers 
model 

0.17 
.82 
.54 

1.05 
1. 30 
1. 70 
2.05 
2. 38 
2. 64 
2. 85 

Low High 

0.03 0. 74 
1. 06 2. 81 
.28 3. 38 
.55 4. 48 
• 76 5.97 

1.01 6. 76 
1. 05 7. 74 
1.04 8. 98 
1.20 9.67 
1.25 10.48 

Multipliers 
model Low High 

Multipliers 
model 

0.33 0 1.18 0 
1.11 .87 2. 84 .15 
1. 95 1. 49 4.40 • 55 
2. 73 1. 43 6.00 .87 
3.42 1.15 7.50 1. 20 
4.18 1.15 9.23 1.26 
4. 83 .86 10.54 1. 53 
5. 56 .62 12.11 1. 79 
6. 01 .37 12.95 2.17 
6. 43 .32 13.42 2. 26 

expenditures can explain the unusal range of 
estimated values of d 1, d~, and d a, in the five 
large-scale models summarized in C.B.O.'a 
Table 8, reproduced as Table 5 here. C.B.O. 
simply takes the means of the five large-scale 
models as the appropriate estimate for ita 
model. 

The structure that generates these results 
is a standard Keynesian or Hicksian IS-LM 
model (p. 17). The supply and demand for 
money depend on income and the rate of 
interest. The rate of interest is determined 
when the quantity of money demanded 
equals the stock of money. Thus, the chain 
of causation goes from an increase in unbar
rowed reserves, the proxy for money, leading 
to lower interest rates, and thereby to more 
investment, and, by the multipller process, to 
higher GNP. In tum, higher GNP increases 
the transactions demand for money, moder
ating the initial decline in interest rates. In 
this mo:lel more money, or more unborrowed 
reserves, cannot cause interest rates to rise 
above their initial level. There are no effects 
of infia.tion expectations on interest rates, no 
distinction between real and nominal inter
est rates, and no changes in real interest rates 
resulting from changes in the productivity of 
capital stemming from changes in capital
labor ratios.u It is distressing that, despite 
the overwhelming evidence supporting at 
least the general outllne of the Fisherlan 
distinction between real and nominal inter
est rates and the widespread acceptance of 
the general Fisherian analysis of the effects 
of inflation on interest rates, the C.B.O. con
tinues to ignore the distinction. 

ds ba 

e~~~~~~~i~~:d~rs !~~~~~~~i~i~:d~Ys 
Low High 

Multipliers 
model Low High 

-0.33 1. 41 o. 36 -0.96 0.68 
-.84 .80 • 51 0 • 70 
-.43 1. 31 .53 .05 • 70 
-.26 2. 85 .60 .15 .72 
-.24 4.02 .62 .24 • 74 
-.33 4.90 .68 .26 • 74 
-.12 5. 47 • 70 .26 • 76 

.03 5. 83 • 70 .26 .77 

.07 6.46 .71 .28 • 78 

.04 6.26 • 73 • 29 • 78 1 }_ ___________________________ _ 
3. 00 ------------------------ 6. 60 ------------------------ 2. 45 ------------------------ • 73 ------------------------

12 ___ -------------------------- 3. 00 ----------------------- 6. 60 ------------------------ 2. 45 ------------------------ . 73 ------------------------

Despite the C.B.O.'s flawed monetary anal
ysis, the economy is very responsive to mone
tary pol1cy in the C.B.O. model. According to 
their Table 9 (p. 20), shown below as Table 
6, a $1-blllion increase in unborrowed re
serves leads to an increaqe in nominal GNP 
of close to $9 blllion after 4 auarte,.s. an in
crease in nominal GNP of close to $24 blllton 
after 8 quarters, and $26 btllton after 12 
quarters. These multipUers are 9 to 10 times 
greater than the federal government expendi
ture multlpllers anrt from 13 to 16 times 
greater than the federal tax or transfer 
multipllers shown ln Table 6. Gtven the far 
greater ease. neutrallty, and reversib111ty of 
altering unborrowed reserves compared to 
varying federal government expenditures or 
taxes, it would seem that the C.B.O. esti
mates are, themselves, compell1ng arguments 
for the importance of monetary poltcy and 
for placing greater rellance on monetary 
management in stablllzation pollcy, even 
given the discretionary stablllzation pollcy 
the C.B.O. appears to favor. It also suggests 
that giving monetary poUcy a minor role in 
the C.B.O.'s forecasts, analyses, and pollcy 
evaluations has the effect of removing a 
central actor from the stab111zation and tn
ft.ation dramas. 

TABt.E 6.-Changes in GNP resulting from a 
permanent increment in unborrowecl re
serves: in billion.s of current dollars for 
each btllion dollar permanent increment 

Quarter: Multiplier 

1 ------------------------------- 1.00 
2 ------------------------------- 2.86 
3 ------------------------------- 5. 12 
4 ------------------------------- 8.77 
5 ------------------------------- 12.10 
8 ------------------------------- 16.17 
7 ------------------------------- 20.29 
8 ------------------------------- 23.80 
9 ------------------------------- 24.83 

10 ------------------------------- 24.88 
11 ------------------------------- 26.15 
12 ------------------------------- 26.15 
Despite the sensitivity of GNP to changes 

in unborrowed reserves in the C.B.O. model, 
the model appears to understate the respon
siveness of GNP to changes in unborrowed 
reserves. The reason for the understatement 
is that, as the C.B.O. itself states (p. 18), 
"A step increase in unborrowed reserves 
above a baseUne path lowers the velocity of 
money relative to its baseline path." This 
holds true even three years after the expan
sion of unborrowed reserves. 

In contrast, the evidence on the connec
tions between money and GNP over many 
business cycles indicates that more money 
causes velocity to rise, not fall.15 Thus, GNP 
is far more sensitive to monetary change 
than even the C.B.O. results indicate. 

For a rough evaluation of the unborrowed 
reserves-GNP multipller, consider that in 
December 1977, M1, was $335 blllion, 8.4 
times as large as the $39.9 blllion reserves of 
all commercial banks. Income velocity of M1 
was approximately 5.8. Thus, the ratio of 
reserves to GNP was 1:48.7. Because borrowed 
reserves were close to zero, close to the same 
figure also holds for the ratio of unborrowed 
reserves to GNP. This is somewhat more than 
double the C.B.O.'s unborrowed reserves
GNP multipller of 23.80 after 8 quarters and 
almost twice the unborrowed reserves-GNP 
multiplier of 26.15 after 12 quarters. 

The C.B.O. results reflect the decllne of in
come velocity in the C.B.O. model. GNP is 
sensitive to unborrowed reserves. However, 
given the currency-deposit ratio, variations 
in which would be relatively minor overthe 
short span considered in this exercise, the 
marginal income velocity of new unborrowed 

Footnotes at end of article. 
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reserves would seem to be only half o! the 
average. Thts ts the strange and startling re
sult noted by the C.B.O. in their study. 

The inconsistency with the evidence does 
not seem to trouble the C.B.O., perhaps be
cause of the absence of hypothesis testing al
ready noted. Despite the evidence that, dur
ing the short spans of time characteristic of 
major business cycle phases, M and V gen
erally tend to move together, the C.B.O. an
alyzes the economy using a model that dentes 
this established result. I! the C.B.O. had 
tested the interest rate and velocity impltca
tions o! tts model, the model would have been 
contradicted by the evidence and rejected. 
But no tests were run, and, as elsewhere, 
there was curve fitting by simulation with no 
analysis o! goodness o! fit. 

VI. REAL OUTPUT AND UNEMPLOYMENT 

The C.B.O. Multipllers Model ts specified 
In nominal values. To separate output and 
price level effects o! a change in nominal 
GNP, C.B.O. depends on a two-equation 
wage-price model that incorporates a num
ber o! constrained or assumed empirical rela
tions. The model is presented in A Simplified 
Wage-Price Model, an unpublished but re".d-
1ly avatlable paper.1o The procedure consists 
of simultaneously estimating wages and 
prices, largely on the basts of a set or highly 
constrained and mechanical autoregressive 
relations. The study claims that the proce
dure yields a set of consistent and valid solu
tions !or nominal GNP (!rom the Multipliers 
Project), wages, prices, real GNP, and unem
ployment. 

The wage equation ts 

4 
w, ... a.-a,log u, + ~ b;P,..o. 

i=o 

where w.ts the percent change in an avera~e wa~e rate 
in year t, u, is the overall civilian unemployment rate. 
In year t, and p,_; is the percent change in the consumer 
price index in year t-i. 

As tbe study notes, 

A lot of controversy has centered on the 
strength of the infiuence of past price 
changes on wage changes, measured tn equa
tion (1) by the sum of the b,'s. Rather than 
attempting to resolve this controversy, 
C.B.O. has made two alternative assumptions 
about the sum o! the b1's and used the re
sults as two alternative forms o! the model. 
One assumption-an 'accelerattontst' vari
ant-is that the sum is 1.0. The other as
sumption-a 'long-run Ph1111ps curve' vari
ant-is that the sum ts 0.7. In neither vari
ant are past price changes ignored, as was 
the case tn much economic analysts of 
twenty years ago. The difference between the 
two ts the difference between a 70 percent 
and a 100 percent refiection of past lnfiatton 
tn current wage settlements. (p. 2) 

Since the only alternative values !or the 
sum of the b,'s are assumed ones o! 0.7 and 
1.0, the solution is constrained by these as
sumptions. Apparently no attempt was made 
to generate an unconstrained estimate of the 
lagged relationship between wages and 
prices. Note also that these values are rele
vant only to long-run equ111brtum solutions, 
not the short periods typically covered in 
C.B.O. analyses and in the Multipliers Proj
ect. Moreover, despite widespread evidence of 
major changes in the association between 

Growth rate (pen:entaa:e points) 

the infiation rate and unemployment rate 
since the 1950s (including the evidence that 
the traditional PhUlips curve has a positive 
slope in recent years) ,17 the C.B.O. procedure 
precludes these outcomes. 

There 1s also no recognition in the C.B.O. 
wage-price study of the large and growing 
problems tn the measurement and interpre
tation of unemployment statistics and po
tential GNP. More than usual measurement 
error may result from taking these data at 
!ace value 11 The same constder8!t1ons also 
raise serious questions about the tmmuta
b111ty and dependab111ty of Okun's law. 

The price equation o! the model relates 
a.nnual price changes to this year's and last 
year's wage changes as well as to changes in 
the prices o! foods a.nd fuel. The price equa
tion is: 

.P.-ee+e,w,+e,w~-~+e!Fm,+e,Fu,, 

where Pt is the percent change in the consumer price 
index in year t, w, and W1-1 are percent changes in an 
average wage rate in years t and t-1, and Fmt and Fu, 
are percent changes in wholesale farm prices (Fm) and 
wholesale fuel prices (Fu) in year t. 

The price equation wa.s also estimated sub
ject to another constraint, i.e., that the two 
wage changes coemcient.s, c1 Sind c?, sum to 
0.9. Further, as the C.B.O. (1975c, p. 3) notes, 
the price equation "does not include any 
representation o! cyclical changes in pro
ductivity, o! order backlogs and capacity con
straints, or o! price controls. Detalled repre
sentation o! these lnfiuences would greatly 
complicate the model." 

Experiments are performed using dummy 
variables to capture the effect o! imposing 
S!Od removing price controls. The dummy 
variables !or price controls are 1 !or 1971 and 
1972, 0 !or 1973, and -1 for 1974. The solu
tion ts constrained by the C.B.O. a.ssumptton 
that imposing and removing price controls 
have equal and opposite effects. There is no 
evidence presented or cited !or this pre
sumption of !act. Productivity changes or 
capactty bottlenecks are seen as captured by 
the change in the logarithm of the unemploy
ment rate. Productivity changes have no di
rect link to wages. There 1s alsO no justift
catlon given !or singling out food and fuel 
prices !or special treatment. 

More constraints were added on the price 
coemctents o! the wage equation and on the 
wage coemctents o! the price equation. Still 
more constraints were added when the effect 
of lagged prices was estimated by "the Almon 
distributed-lag method with coemctents as
sumed to lie along a third-degree polynomial 
crossing the origin at the distant end" (p. 5). 
Another constraint takes the form of a cor
rection o! autocorrelated residuals in the 
price equation. The mechanical Sidjustment 
used to make the correction is no sub.,Utute 
!or a missing variable or an incorrectly spec
ifted functional form that may be the cause 
of the autocorrelated residuals. The claims of 
the C.B.O. study that these constraints make 
the danger of simultaneous equations bias 
quite small (p. 5) are therefore questionable, 
especially since it is not at all clear that these 
constraints and mechanical corrections are 
correct or appropriate. 

Because of these S!Od other constraints and 
omissions, we have little confidence in the 
results. Further, other evidence u contra
dicts some of the constraints the C.B.O. im
poses on the data. It may have been better, 

TABLE 6.-FORECAST AND ACTUAL CHANGES, l975Jv-1976lv 

Flve forecasts t 

Hla:h Median low 

5.7 5.4 5.2 
6.2 5.9 5.0 

11.9 11.7 10.7 
7.8 7.3 7.2 

at least it would have been more candid, If 
numerical values ha.d simply been expltcttly 
assigned to the parameters. Moreover, be
cause many o! the results are highly sensitive 
to small changes tn coemctents, !or example, 
equations 3 and 4 (p. 7) which attempt to 
estimate the long-run relationship between 
inflation and unemployment, it ts tmporta.nt 
that estimates be properly done. 

Finally, we do not see any economics be
hind these numerical exercises. Surely, there 
ts more to unemployment and tnfiation than 
inertia. 

VII. THE C.B.O.'S ECONOMIC FORECASTS 

Economic forecasts are a mandated task of 
the Congressional Budget Office. Not only are 
C.B.O. forecasts presen·ted as part o! the 
general concern about future events, but the 
forecasts are an important and integral part 
of C.B.O.'s analysis o! the consequencea of 
alternative public pollclea. 

C.B.O. forecasts are presented ln their 
semiannual reports devoted to analyses of 
current economic conditions. The reports 
appear early in the calendar year and at mid
year. The first C.B.O. forecast is found In 
Infiation and Unemployment: A Report on 
the Economy, C.B.O.'s lntttal publication.• 
Since then, forecasts o! periods up to :two 
years ahead have been presented at intervals 
o! approximately slx months. 

How good are the C.B.O. forecasts? To 
evaluate the C.B.O. forecasts, we have com
pared their accuracy with that o! other 
widely ctted forecasts analyzed in various 
studies by Stephen K. McNees o! the Federal 
Reserve Bank o! Boston. Because the C.B.O. 
has been ln operation only a !ew years, it 
Is not possible to do extensive comparative 
tests. However, several comparisons can be 
made. They indicate that C.B.O. forecasts are 
less accurate than other available forecasts. 

First, consider the relative accuracy of 
C.B.O. 's first three forecasts made !rom mtd-
1975 to early 1976, covering 1976. The first 
forecast was published June 30, 1975,n the 
second on September 17, 1975.:. The third 
forecast was published March 15, 1976,13 two 
and a hal! months into 1976, a !actor which 
did not improve the accuracy o! the !orecaat 
relative to the earlter two. The C.B.O. !ore
casts and the range o! forecasts assembled by 
McNees are presented in Table 6, which 
also includes the figures !or the actual re
sults. The specific high, median, and low 
forecasters are not identifted, but the C.B.O. 
forecasts are drawn !rom forecasts made by 
five widely known forecasters, The Bureau o! 
Economic Analysts of the U.S. Department of 
Commerce; Chase Econometrics Assoctatea, 
Inc.; Data Resources, Inc.; Wharton Econo
metrics Forecasting Associates, Inc.; and the 
median forecast !rom the Economic Research 
survey by the American Statlstlcal Associa
tion and the National Bureau o! Economic 
Research. Three o! the five, Chase, D.R .I., 
and Wharton, also provide three o! the five 
large-scale models the C.B.O. nsed in their 
Multipliers Project. Because C.B.O. forecasts 
are presented as ranges without any state
ment about probabUltles within the forecast 
range, we merely took the midpoint o! the 
range as the point forecast !or purposes o! 
comparab111ty. 

Footnotes at end o! article. 

CBO (midpoint of rana:e) 

June 30, 1975 Sepll7, 1975 Mar. 15, 1976 

5.5 6.0 6.25 
7.5 6.75 5. 75 

13.3 13.0 12.15 
8.0 7.25 7.25 

Actual 

5.0 
4.6 
9.8 
7.9 
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TABLE 6.-FORECAST AND ACTUAL CHANGES, 1975IV-1976Iv-Continued 

Five forecasts 1 CBO (midpoint of range) 

Growth rate (percentage points) High Median Low June 30, 1975 Sept. 17, 1975 Mar. 15, 1976 Actual 

Range 

Real GNP •••••••••••••••••••••••••• ---- •••••••• ------ •••• -- -------- •••• ---------- •••••••••••••••••••••••••• ------ __ ••••• 
GNP deflator----- ••••••• ----- •••••••••••••••• -------- ••• ----.---- -- -- - - - ------------------------- ---- ---------- --------
GNP ••• --- •••••••••••• ----.--.- - ---- •••• -------------------------- -------------------------------------------------- - --

5.~.0 
6.~.5 

12.6-14.0 
7.841.2 

5.0-7.0 
6.0-7. 5 

11.5-14.5 
6.9-7.6 

5.5-7.0 
5.~. 5 

11.5-12.8 
7.0-7.5 

5.0 
4.6 
9.8 
7.9 Unemployment rate 2 ______________ •• __ •• ------ ______ •• _____ ••••••••• • ----- __ •• ______________ • __ • _____ • ______ -----· ______ _ 

1 McNees (Julr/Auaust 1976, table IX, p. 11). 
2 Level in tina quarter. 

Consider the C.B.O. September 17, 1975 
forecast for changes in real GNP, the GNP 
deflator, and nominal GNP from fourth qua.r
ter, 1975, to fourth quarter, 1976, and for 
the fourth quarter, 1976 level at the unem
ployment rate. The March 15, 1976 forecast 
was almost a quarter into the forecast period, 
and the June 30, 1975 forecast was made 
earlier in the yea.r than the other forecasts. 

The C.B.O. forecasts do very poorly in 
these comparisons. For real GNP, the GNP 
deflator, and nominal GNP, the C.B.O. fore
cast has the largest error. For the unem
ployment rate, the C.B.O.'s first forecast is 
best. The later forecasts are close to the 
median. 

The forecast range is also shown in Table 
6. The actual GNP deflator, nominal GNP, 
and the unemplovment rate fall outside the 
range, and real GNP is at the end-point of 
the range. Simply taking the median of the 
otherwise available forecasts would be an 
improvement over the C.B.O.'s own forecast
ing effort. 

The earlier June 30, 1975 forecast for real 
GNP was closer to the actual figure than the 
later two forecasts, but the other three fore
cast values involved greater forecast errors. 

The March 15, 1976 forecast values are some
what closer to the actual figures for the GNP 
deflator and for nominal GNP, but even here 
they are worse than the poorest of the other 
foreo3Sts. For real GNP, the forecasting error 
actually increased. 

We also compared the same three C.B.O. 
forecasts for 1976 with eight forecasts sur
veyed in another McNees study.2' The eight 
forecasts include those of the Council or 
Economic Advisers and seven private fore
casters. These are the median forecasts or 
the survey oy the American Statistical As
sociation and the National Bureau of Eco
nomic Research and those issued by Chase 
Econometric ~ssociates, Inc.; Data Resources, 
Inc.; the MAPCAST group at the General 
Electric Company; Irwin L. Kellner, of Man
ufacturers Hanover Trust; RSQE forecasting 
service at the University of Michigan; and 
Wharton Econometric Forecasting Associates, 
Inc. 

The mean or the absolute errors made by 
the eight forecasters is shown in Table 7 for 
the growth rates of real GNP, nominal GNP, 
and the implicit GNP deflator. and for the 

change in the unemployment rate. Forecast
ing errors of each of the C.B.O. forecasts are 
also shown in Table 7. In Table 8, the errors 
of the three C.B.O. forecasts and the C.B.O.'s 
mean error for each variable are compared 
with the mean errors or the eight other fore
casts. Again, it turns out that the C.B.O. fore
casts are generally less accurate than other 
available forecasts. 

In each or the three C.B.O. forecasts, there 
1s at least one variable with a smaller fore
cast error. However, the specific variable dif
fers each time. For example, the June 30, 
1975 forecast for nominal GNP was more 
accurate than the mean forecast, but the 
September 17, 1975 forecast was more ac
curate for real GNP. The same is true for the 
accuracy of the March 15, 1975 forecasts for 
the GNP deflator and for the unemployment 
rate. Thus, there is ·no variable that C.B.O. 
consistently forecasts better than the eight 
forecasters. Overall, the C.B.O. forecasts for 
1976 were poorer than the eight in the Mc
Nees tabulation, so there was nothing gained 
by using C.B.O. forecasts rather than those 
otherwise available. 

TABLE 7.-1976 FORECAST ERRORS, ABSOLUTE PERCENT ERROR FOR 8 FORECASTERS AND TABLE 8.-CBO FORECAST ERRORS AS A PERCENTAGE OF THE MEAN ABS C: LUTE ERROR OF 
THE CBO PROMINENT FORECASTERS 

Mean 

Eight fore-
casters CBO forecasts 
(mean-----------------------------

absolute June September March 
error) 30, 1975 17, 1975 15, 1976 Mean 

CBO Forecasts 

June September March 
30, 1975 17, 1975 15, 1976 

Rate of 11rowth of: 
Rate 3!a,rgm!'_~~~--- ______ __________ _ Real GNP---------------------------------- 325 

222 
14 

150 

50 
133 
257 
125 

150 
56 

186 
88 

175 
137 
153 
120 

GNP deflator ____________________ _ 
Nomina : GNP-------------------
Unemployment rate •-------------

1 First difference. 

0.4 
.9 
.7 
.2 

VIII. THE SHORT-RUN IN PERPETUl'l'Y 

1. 3 
2.0 
.1 
.3 

The C.B.O. Multipliers Project emphasl.zes 
the short-run. The C.B.O.'s view of the long
run is found in Closing the Fiscal Policy 
Loop: A Long-Run Analysis (1977a) . This 
study combines the viewpoint of a 1930 stag
nationist with the computer technology of 
the 1970s. There are neither resource alloca
tion nor efficiency problems, nor market 
solutions. There is no supply and no produc
tion. Even economic growth is determined by 
aggregate demand and aggregate demand 
management. Saving is a threat to growth. 
The model is summarized in Figure 1. a 
model flow chart copied from the study 
(p. 8). 

The report's analysts and statistical pro
jections a.re generally simlla.r to those found 
in the Multipliers Study, and they share its 
general deficiencies when applied to short
period analyses. These deficiencies and biases 
are augmented When the Keynesian frame
work and tbe C.B.O.'s statistical procedures 
are applied to long-run analysis. Despite 
the title, however, there is no long-run in the 
C.B.O. study. The rigidities and information 
deficiencies that characterize the short-run 
and impair full and informed adjustments 
remain. The C.B.O. assumes that there is no 

Footnotes at end of article. 

0.2 
1.2 
1.8 

0.6 
.5 

0.70 GNP deflator ____________ ________________ __ _ 
1. 23 Nominal GNP------------------------------

1. 3 
.175 

1.07 Unemployment rate •-----------------------
.25 .24 

1 First difference. 

lessening of rigidities and ignorance in the 
long-run. 

The C.B.O.'s long-run analysis has demand 
without supply, lnflation without money, in
terest rates without capital, output without 
inputs, employment without wage rates and 
a labor market, and investment without sav
ing or any change in the capital stock. There 
are static expectations throughout; either 
nobody ever learns anything, or people just 
don't care enough to change their behavior. 
More than twenty years after the consump
tion analyses of Friedman and of Modigliani 
and Brumberg, analyses which have been 
validated by extensive tests and have been 
accepted by virtually all economists, con
sumption spen-ding is taken to depend on 
current disposable income rather than on 
income received over a wider span of time. 
In addition, households only spend current 
income; they cannot or do not borrow. There 
is no consumer credit. Households have es
sentially no assets and no capital manage
ment decisions. 

IX. UNDERSTANDING FISCAL POLICY 

When this paper was presented at the Con
ference, representatives of the C.B.O. said 
that there had been changes in the C.B.O.'s 
fiscal policy views since the studies we ex-

amined were prepared. Specifically, they 

called attention to a new study Understand
ing Fiscal Policy, which was brought to our 
attention ln unpublished form on March 23, 
1978, when our own paper was in the final 
stages of preparation. It was alleged that we 
had ignored this study because it did not 
support the criticisms that we made of 
C.B.O.'s fiscal policy model.20 

(Chart not reproducible in the REcoRD.) 
we had not ignored the study. We found 

it contained the main points we had criti
cized in the C.B.O.'s fiscal policy model. Since 
the study was unpublished and appeared 
late, we focused instead on published studies 
which C.B.O. acknowledged to be central. 
Now that C.B.O. representatives have said 
that Understanding Fiscal PoHcy ls their 
current view, we discuss it more thoroughly. 

A13 before, c.B.O. "compares effects or sev
eral different policies based on C.B.O.'s sys
tem or multipliers" (p. 16). Once again, 
C.B.O. concludes that increases ln govern
ment purchases and publlc service employ
ment programs are move effective in stimu
lating GNP and employment than are equiva
lent reductions in personal income tax rates. 
In C.B.O.'s words, "a permanent income tax 
cut is a relatively expensive way of reducing 
unemployment in terms of budget dollars 
(net or gross costs) per additional job" 

(p. 38). Dollar for dollar, C.B.O. finds that 
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government purchases have the greatest 
impact on GNP (nominal and real), whtle 
"despite the displacement assumptions (60 
percent), employment effects are largest for 
public employment; and these programs are 
estimated to be more effective in stimula.tlng 
jobs per dolla.r tha.n federal purchases or tax 
cuts.2e" Since ta.x rate reductions a.re consid
ered to ha.ve the weakest lmpa.ct on GNP and 
employment, they are considered to have the 
wea.kest impa.ct on the price level (p. 17). 
Notice that these results Imply no shift In 
the aggrega.te supply function. There ls only 
movement a.long a given schedule, so, the 
less production and employment, the less 
lnfia.tion. This is true to the standa.rd Keynes
tan model ln which fiscal policy affects 
dema.nd, and there are no Incentive or dis
Incentive effects that shift the supply 
schedule. 

In rec:.ponse to critics who have pointed out 
that C.B.O. ignores the supply-side Incentive 
a.nd disincentive effects of fiscal policy, C.B.O. 
argues that among the lea.st understood 
effects of fiscal policy are any lnfiuencec; on 
personal incentives to work or to save. Even 
at the theoretlc~l level, there Is no clear pre
sumption that these effects run tn one direc
tion or another. (p. 7) 

C.B.O. sa.ys that lt ls entirely an empirical 
question, and that the evidence Is skltnpy .rr 
As an example, they cite a worker who ma.y 
retire earlier (and thus work lec;s) because a 
tax reduction lets him a.c"'ieve his targeted 
level of income a.nd we!i.lth sooner. "Higher 
tax rates," says C.B.O., "could make one per
fectly rational person work less and another 
perfectly rational person work more" (p. 7) . 
Althou~h the Idea of a ta.rgeted level of In
come and wealth irrespective of the coc;t of 
a.cquirlng it Is foreign to the price-theoretical 
perspective of economic science, for the sake 
of argument, sup.pose that one person works 
less and another more In response to a tax 
rate reduction. It does not folJow from this 
assum'!)tion tha.t "even at the theoretical 
level there Is no clear presumption that these 
effects run In one dlre~tlon or another." 

C.B.O. Is arguln~ that the Income effect 
of a ta.x rate reduction works counter to, 
and offsets, the substitution effect so that 
the net etrect ls ambiguous. C.B.O. has con
fused the Income etrect of a. productivity 
change, which produces more real Income tn 
the aggregate, with the Income effect of a 
rela.tlve price change that does not tn Itself 
produce more aggreaate reallncome.~s In ag
grega.tlng the lndtvldua.l res'.lonses to a 
change tn relative prices, C.B.O. a.poears to 
Ignore the general enulllbrtum effects. In the 
absence of bizarre distributional effects. the 
Income effects of the relative price chanJ!e 
wash out. leaving onlv the substitution ef
fects, which unambiguously Increase work 
eft'ort and savings. There can be no aggregate 
Income effect from a relative price change 
unless the Incentive effect raises real aggre
gate Income.' 

C.B.O.'s ar~ument that peonle respond to 
tax rate reductions by workln~ less (or re
duclnl! their savin~s rate) ls directed a~alnst 
the etrectlvenesc; of Incentives In shifting the 
aggre~?ate supply function. But 1f people 
were to respond to tax cuts by working less. 
real GNP would fall. and lt would mean that 
Kevneslan fiscal pollcy could not be expan
sionary. 

C.B.O's arP.'11ment ~a.lnst the Incentive ef
fects of fiscal noUcv ls contra.dlct.ed by thelr 
exnosltion of the effects or expansionary fis
cal mo.,es. such as a tax cut : 

Jn most expanslona.rv fiscal mo,re~. a. rela
tively smnll proportion of t.he Increase Jn 
national Income goes direct.lv t.o the newly 
emoloved. A siP.'nlftciUlt pt-opot-t.lon goes Into 
tncre!l,slng profits. another stgnl.flca.nt pro"'or
tlon Into in~easin.p a1·era"e hours of those 
alreadv empl011ed. (p. 45, itaUcs added). 
If wor]{ers respond bv worJrfn'! less, these 
propositions are no longer correct. 

Footnotes at end of article. 

Whatever the reascn for the C.B.O.'s con
siderable confusion about this Issue, the re
sult ls to misinform pollcymakers about the 
relative strength of personal income tax rate 
reduction as a tool of unemployment and 
economic growth pollcy. 

C.B.O. apparently thinks that crltlclsms of 
the models for neglecting supply-side effects 
have been answered by making the models 
"sensitive to disturbances from the supply 
side," such as higher fuel and food prlces. 
C.B.O. thlnl{s of supply-side effects, not in 
terms of incentives, but ln terms of episodic 
events having to do with the weather and 
the OPEC on cartel. 

The analysts of corporate and payroll tax 
changes and public service employment, llke 
the analysis of personal Income tax changes, 
neglects Incentives. Payroll taxes affect costs 
and spending-not Incentives to work and 
to hire. C.B.O. does not analyze the effect of 
a payroll tax by noting that it raises the 
price to the demander and lowers it to the 
supplier and thus affects the number em
ployed. Instead, ln the C.B.O. view, 1f the 
tax falls on employees, their spending ls re
duced, and this sets "ln motion a chain of 
contractions ln respendlng" (p. 5). On the 
other hand, lf the tax falls on the employer 
it could be used to offset short-run changes 
in private spending: 

A temporary cut ln an element of business 
costs can lead to tem,ora.ry price dl<-counts, 
which should stimulate buying whtle the 
temporary cut is ln effect without any long
run Impact on prices. A temporary Increase 
shmlld have the reverse effect. (p. 41) 

The way payroll taxes affect employment 
ls by causing higher Interest rates: 

The higher prices that are set ln response 
to an Increase ln employer payroll taxes, re
duce the real value of wealth and cause 
higher Interest rates, and thereby depress real 
output and employment. (p. 41). 

That a payroll tax affects employment 
only through the Interest rate, and not 
through take-home pay and the gross cost 
to the employer, is testimony to C.B.O.'s ne
glect of supply-side effects. This neglect ls 
underlined by the fact that C.B.O. vlewa a 
value-added tax as a cost and compares lt 
dollar-for-dollar with a payroll tax (p. 41). 
C.B.O. overlooks the fact that a value-added 
tax, unllJre a payroll tax, ls nentral with 
respect to resource allocation and income 
distribution. 

On C.B.O.'s fiscal analysis of March, 1978, 
corporate Income tax rate cha.nges continue 
to be a weak tool of fiscal policy. C.B.O. does 
not mention that a reduction in the corpo
rate tax rate raises the after-tax rate of re
tPrn to capital and tncrea.ses the profitablllty 
of Investment. Rather, the effect is modeled 
In terms of Increased cash flow and higher 
stock prices, "with significant effects on per
sonal wealth and hence on consumer spend
Ing.'' (p. 39) . 

On the other hand, Investment tax credits 
and accelera.ted depreclat!on have powerful 
Impacts, because they affect "the after-tax 
return on investment" (p. 39). C.B.O. does 
not e,..plaln why an Income tax rate reduction 
(corporate and personal) does not affect the 
a.fter-tax return on Investment. That a. re
duction in corporate Income tax rates has to 
affect the economy by affecting consumer 
spendl'!lg through a. wealth effect ls another 
tncH~atton that supply-side effects on incen
tives are neglected. 

C.B.O. belleves that tax ra.te reductions 
have indirect effects that discourage 'nvest
me"'lt. Since tax cuts increase spending (but 
not saving-see p. 7), the results are tight 
credit markets and higher interest rates 
,,·hl-h "make borrowing for new Investment 
more expe .... stve." The financ1ng effe~ts work 
con,rary to the spending effects. On the other 
hand, a tax increa.se, which reducE's the after
tax ret,1rn to savln<?s and in••estment, "l'>as 
opposite effects. ea.c:i"g credit mal:"kets and 
encouraging !"pending" (p. 6). In other sec
tions of the March, 1978 study, C.B.O. allows 

savings to Increase ln order to dampen the 
expa!JSionary effects of tax rate reductions, 
but the savings remain Idle and do not ease 
credit markets, lower Interest rates, or en
courage spending (p. 43). 

As a final example of C.B.O.'s neglect of 
supply-side effects, consider C.B.O.'s inablllty 
to dllrerentlate a tax rate reduction from a 
rebate of taxes on past incomes, which leave 
current and future relative prices unchanged. 
C.B.O. compares the 1964 tax rate reduction 
with the 1975-76 rebates ln terms of the im
pact on dlsposa.ble income and demand. 
C.B.O. Ignores the fact that a rebate has no 
Incentive effects, since, unllke a rate reduc
tion, a. rebate does not change the relative 
prices that govern the choices between ad
ditional current income and leisure and be
tween a.ddltlona.l future income and current 
consumption. 

The same study states that "any discussion 
of the Impact of fiscal pollcy ls Incomplete 
without an Indication of what is assumed 
about the response of monetary authorities" 
(p. 23). The study reports results from a 
simulation showing that an increase in fed
eral purchases that ls accommodated by 
monetary pollcy ls practically self-financing 
(I.e., no net deficit after refiows). The C.B.O. 
study then attacks the contentlon that per
manent tax rate reduction under the Kemp
Roth blll would be self-financing, but d~e.• 
not tn.dtcate C.B.O.'s assumption about th.,. 
response of m011etary authorities. In KevneR-
1an mode1s, why ls an accommodated 
spending lncrea.,!'e self-financing, whlle aTI 
accommodated tax cut ls not? 

In Its analysis of the budget "cost" (net 
deficit) of the Kemp-Roth blll, the C.B.O. 
calculates only the higher revenue resulting 
from the projected Increase tn sp<!ndlng. 
There are no calculations of Increased reve
nue a.rlsln,. from an Increase ln aggregate 
supply or the tax revenues that result when 
lower marginal tax rates draw people from tax 
shelters and from the underground economy 
Into the tax base. Neither ls there any calcu
lation of the lncrea"e ln private savings a.s 
an offset to a.nv net bude-et deficit. 

There are other examples of deficiencies 
ln the C.B.O.'s analysis that bias the C.B.O. 
conclusions. In the discussion of the ex
pansionary !"pending effect of a. personal in
come tax reduction, attention ls also called 
to the restrict.lve effect of the hl~her fed
eral deficit and higher Interest rate lp . 1) . In 
comparison. publlc service employment pro
grams apparently do not have anv restrictive 
deficit and Interest rate effect.s. Even a pro
gram with a 100 percent displacement rate 
ls f<\vorahly vtewed: 

Even 1f displacement under a particular 
program ls 100 percent, lt would not be cor
rect to conclude that the program has no 
economic effects. Federal grants used to sup
port local programs lncrea.se the total fi
nancla.l resources of local governments (or 
other sponsors). and t.hls lncrea"e wlll gen
erally lead to some cha.nP'e ln economic be
ha"ior. Even 1f Jocl\1 governments "displace" 
public service emnloyment money. the fed
eral funds nrovide rec:;ources that can be 
use'i to cut taxes or avoid t.a1e lncrea"es or to 
untlertake (or a."old cutt.ln~ back) other 
spending nro~rams . MorPover. tf sta+e and 
loral go,rernments were to let their budget 
surplus~s merely Increase. such tn~reases 

would Rtlll serve to r.a.ncel a.nv restrictive 
credit marlret. effer-t~ t.ha.t are caused by the 
expended federal deflclt. (p. 4). 

When C.B.O.'s !"lmulat1ons !';hnw that pub
He service employment raus .. s htahe,. prlces 
than altet'n9.t1"e emnlovmt>nt. noltc!es (p. 
17) , the claim Is advanced that "oublle serv
Ice employment. programs also can po
tent!a.lly cause less nrtce nre.,sure per job 
created than o+he,. fis"al lnc;+rt,mPnts" (p. 
46). Ano~her example fc; that; ~fs+rfbu+.fona.l 

issues are B.!Jpa't"ently onlv r<~t.s"'d bv personal 
income tax reductions (p. 39), and not by 
increases tn government spending progra.ms. 
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In view of Allee Rlvlin's statement that "the 
study is written for the informed citizen, 
not for the trained economist" (p. 111), more 
care should have been taken not to mislead 
an untrained layman. 

Perhaps the most strlklng feature of Un
derst-anding Fiscal Policy 1s lts brief dis
cussion of monetary policy. (See pp. 21-23). 
The paper correctly notes that "the effects 
of a fJscal policy change deoend a great deal 
on whether monetary authorities use their 
control over bank reserves to neutralize the 
impact of the fiscal policy on interest rates, 
to neutralize the impact of the policy on 
the money supply, or to follow some other 
strategy, such as supplying the same level 
of bank reserves they would have Sl\.lpplied 
in the absence of the policy." The paper 
then goes on to estimate "what difference 
the response of monetary authorities makes 
in the estimated effects of the $10 billion 
one-step increase in federal purchases." 

Using only the MPS model, C.B.O. obtains 
the results shown in their Figure 4 (p. 22), 
which we have reproduced as Figure 2. The 
exercise shows the estimated impact of an 
increase in federal government purchases 
with three different monetary policy targets: 
(1) money supply unchanged; (2) bank re
serves path unchanged, and (3) bill rate 
unchan2'ed. (The paper has no correspond
ing estimates for tax cuts.) Our previous 
discussion shows that the results of simulat
ing monetary change in the other large-seale 
models would not differ substantially from 
the results 01! the MPS model. The C.B.O. 
apparently thinks well enough of the MPS 
model to run these simulations and publish 
the results. 

Taken at face value, the results indicate 
that there is complete long-run crowding 
out after 8 quarters Thus, there is no such 
thing as pure fiscal action. so Only money 
matters! It increases (decreases) in gov
ernment expenditures have any expansionary 
(contractionary) impact on output and em
ployment, tt is only when these are ac
companied by money suoply changes. As 
F'lgure 2 shows, a $10-b1llion sustained in
crease in federal purchases with money sup
ply unchanged causes nominal GNP, ·which 
includes federal purchases, to increase a 
total o! app-roximately $14 blllion after 4 
quarters, but this increase in GNP falls be
low $10 billion within 8 quarters and ap
proaches a steady state increase of $7 billion 
after 11 and 12 quarters. This means that 
non!ederal expenditures. mainly private sec
tor spending, declfnes by $3 b11Jion. The 
price level rises, however, so the •3-blllion 
decllne understates the real effect. As shown 
in Figure 2, real GNP falls after 8 quarters 

The results are startllng. After 12 quarters· 
!or given money, the price level increase~ 
by 0.7 percent; employment 1s unchanged 3t 

and real GNP is $2.0 bllllon lower. Private 
real GNP decllnes more than $2 blllion be
cause GNP also includes the federal pur
chases. I! the real value 01! the $10 billlon or 
spending falls by 0.7 percent after 12 
quarters because or higher prices, the in
crease In real federal purchases after 12 
quarters Is $9.3 blillon, and private real GNP 
decllnes by $11.3 blllion. or $2.0 bllllon more 
t~an the increase In real government pur
e ases. More government expenditure re 
duces the total size of the ple. This i~ 
crowding out With a vengeance! Is this a 
government expenditure multinller 
divider? As expected, the results dltfer s~ ~ 
ly when ,pegged b1ll rates are assumed ai:.d 

!
differ moderately when the monetary target 
s taken to be an unchanged bank 

path. reserves 

(Chart not reproducible In the REcoan.) 
It these results are accepted, lt means that 

the only point to fiscal policy 1s to affect the 
money stock. Since the money stock can be 
and typically is altered independently of tis-

Footnotes at end of article. 

cal action, it would seem that there 1s no 
basis for using fiscal policy for stabilization 
purposes. What remains is the pre-Keynesian 
use of tax and expenditure powers prlmarlly 
to affect resource allocation and to finance 
government expenditures. 

Taken at face value, these results imply 
that the C.B.O. fiscal pollcy multipliers have 
only temporary Impact effects. Yet, after pre
senting these startling results, the paper con
tinues as 1f it hadn't happened. There 1s 
little or no attemot to re..:oncile these re
sults with the rema-Inder of the paper or with 
other C.B.O. analyses and pronouncements. 
X. CONSEQUENCES OF THE CONGRESSIONAL 

BUDGET ACT 

Is the new budget process a success or fail
ure? It would be convenient if we had some 
nice clean measures of success or failure and 
good empirical data, but as Ellwood and 
Thurber point out, "One cannot create meas
ures to judge the success or failure of the 
new process until these terms are derned. 
The critical fact 1s that different groups sup
ported the new process expecting it to 
achieve different results." 32 On the basts of 
personal experience while working on the 
staff of the House Budget Committee, one of 
the authors concludes that Ellwood and 
Thurber are correct to point out divergent 
expectations from different supporters of the 
Budget Act. Many Congressmen who were 
dissatisfied with the budget expressed con
cern that the budget was out of control, but 
control dld not mean the same thing to all o! 
them. Some were concerned by the growth of 
federal spending and the number and size of 
deficits. Others were concerned with the ex
tent of back-door spending and the fact that 
less than half of the budget was subject to 
the appropriations process. For still others, 
the budget being out of control meant that It 
was an ex post result of an appropriations 
process that did not take into account its 
"fiscal" impact on the economy. For yet 
others, it meant that the appropriations 
process did not provide a mechanism for 
achieving their spending priorities. For econ
omists outside, looking in through the win
dow of their publlc choice theory, the Budget 
Act meant better tools with which to pursue 
the social welfare. 

How, then, does one measure the success 
of a system that was supported by some in 
order to eliminate budget deficit and by 
others in order to set fiscal policy, particular
ly in a period when measures of unemploy
ment and capacity utlllzation suggested the 
need for economic stimulus, i.e ., deficits? 

Even 1f we picked a success indicator-say 
hold1'1g down the growth In federal spending 
and the deficit-In order to have a basis for 
looking at the empirical data and generat
ing some numbers, we stlll face dlffi.cultles. 
First, the budget process may stlll be evolv
Ing as a result of unresolved differences 
among the participants over what it Is. 

Second, the deficit and spending figures 
may give conflicting indications. For exam
ple, the first budget to come out of the 
new process, the budget !or FY 1976, had 
the largest deficit on record. But i! the ex
penditure figure is adjusted to a run employ
ment b:~sis and put In constant dollars, there 
is a decline In the rate or increase In spend
Ing. Before concluding that the process was 
holding down S_!)endlng below what It would 
otherwise have been and that the record deft
cit as the result o! recession, one would 
have to c-nsicfer whether the recession also 
r~sulted In a lack or new spending lnitatlves. 
The control problems are substantial. 

Third, the budget may be determined by 
a process unrelated to the new procedures. 
For example, since no group wants another's 
power to dispense expe'1diture favors to grow 
relative to Its own, 1! one group attempts 
to Increase !ts relative position, the spend
ing process can be deadlocked, and the 
growth of spending reduced, by another 
group's defense or Its relative positlon.:l:l We 
would have to have data over a lon<ger period 

to separate the effects of the budget process. 
The combined deficits for the three years 

since the new budget procedure has been 
in operation are three times the size or the 
deficit for the three years prior to the new 
process. While this suggests that the Budget 
Act has contributed to deficits, It Is not con
clusive evidence. Economists who can only 
interpret evidence found 1n statistical tables 
m!l.y have to walt some years be!:: re they can 
tender a tentative judgment whether the 
budget process affects spending, and even 
these data may not allow us to say whether 
the process is a success or failure. 

There is a more interesting question than 
whether the budget process Is a success or 
tailure, u.n::l that question is: Do the new 
budget process and the C.B.O. really matter? 
T.> answPr this question, eccnomists can look 
to see lf the new process caused any changes 
in incentives, constraints, or ln!ormation.a. 
Some who supported the new process clearly 
thought that it would. Some members of 
Congress thou!!ht that c~llea~ues whom they 
regarded as "blg spenders" had It too easy, 
because they could indirectly legislate big 
deficits by votin~ in favor of many se-parate 
b11ls. Fiscal conservatives believed that 1! 
"big spe'1ders" had to vote on an aggre!!ate 
outlay figure and the size of the deficit itself, 
there wo1111. be lower and fJrmer llmlts to 
soendlng. Fiscal conservatives thought of the 
budget orocess, not as a wav to set fiscal 
policv. but as a wav of putting the "blg 
spenders" on the soot.M 
- Fiscal Uberals, on the other hand, were at

tracted by the prospect of having deficits 
shed their pollttcal onus by being sanctioned 
prior to the appropriations oroceo:;s .:~e If the 
criteria for control were defined in terms of 
Keynesian dem'lnd management fiscal policy, 
deficits would then originate in the economic 
policy proposals of the experts In the C.B.O. 
and Budget Committees and would no longer 
be evidence that spending was "out of con
trol" but, instead, "under control." They 
thereby redefined control. 

Fiscal conservatives may ha-ve suffered 
from constituency "ethnocentricism" tn 
thinking that "big spenders" would be voted 
out of offi.ce 1! they voted in favor of large 
deficits. They overlooked the fact that being 
"liberal" was not entirely a matter of a state 
of mind; in many Instances It is a matter of 
rational self-interest among pollticians 
whose districts or states provide opportu
nities to bllild spending constituencies. 

It is ditricult to conclude that the new 
budget process has changed the incentives 
that produced the "overspending" (deficits) 
and the perceived lack of expenditure con
trol that led conservatives to support the 
new pro:::ess. Rather than tightening the con
straints and Increasing the costs on the "blg 
spenders," it would seem to have loosened 
spending constraints and reduced costs to 
Congress by institutionalizing the Keynesian 
rationale for deficits. The fiscal pollcy infor
mation supplied by the C.B.O. and the Budg
et Committee staffs does not conflict with 
the spending incentives that already extst.aT 
Proposed deficits now emanate from a pro
fessional staff as scientific economic pollcy 
recommendations upon which the nation's 
level o! employment and rate of economic 
growth depend. Fiscal conservatives would 
seem to be in a weakened position, becauae 
their resistance to deficits can now be por
trayed as an attack on the budget process 
and on scientifically derived sta.blllzatlon 
pollcy. · 

Some academics also supported the new 
budget process as a result of their view that 
Congress could not achieve budgetary con
trol on a year-by-year basts. They saw the 
budgetary process ln terms of advanced 
budgeting, or forward planning, through 
which Congress would decide now what the 
budget should be !or future years. But, given 
the short-run stabUlzatlon criteria o! 
Keynesian fiscal policy, it ls Impossible to 
know today what deficits wlll be needed in 
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future periods. The idea of a.chlevlng budg
etary control through advanced budgeting 
means that fiscal policy would have to oper
ate through tax policy. To try to operate 
fiscal policy through the outlay side would 
mean constantly undoing the forward out
lays. 

This may prove to be a problem for ad
vanced budgeting. Assume a policy prescrip
tion for more stimulus. For given forwa.rd 
planned expenditures, more sttmulus would. 
require tax reductions, which ls not the 
favored policy tool. 

The C.B.O.'s analysts finds tax reduction 
to be a less effective policy tool !or pro
viding economic stimulus than increases tn 
government expenditures. First, the C.B.O. 
believes that the GNP response to more gov
ernment expenditures 1s greater, and the 
lags shorter, than tt ls to a corresponding 
dollar change In taxes. Government expendi
ture multipliers are systematically higher 
than tax multipliers. Second, the effects of 
government spending are taken to be more 
dependable for government expenditures be
cause consumers may decide to save stlll 
more of the given tax cut. Third, the general 
presumption of underemployed resources 
and a persistent problem of insumcient ag
gregate demand implies Uttle or no resource 
cost of more government. 

In its analysts of the fiscal policy effects of 
changes In personal Income tax rates, the 
C.B.O. ignores the Incentive and disincentive 
effects of tax rate changes on aggregate sup
ply, emciency and resource allocation.38 In 
the C.B.O.'s analysis, tax rate changes affect 
only current disposable income and spend
ing. Thus, the C.B.O. cannot differentiate be
tween a temporary tax rebate and a perma
nent reduction in personal income tax rates. 
One of the authors, while on the staff of the 
House Budget Committee, brought this to 
the attention of the C.B.O., and Members of 
the House Budget Committee omcially raised 
the Issue with Alice Rivlln, Director of the 
C.B.O. In her response, Dr. Rivlln acknowl
edged that the econometric models used to 
s t imulate policy alternatives do not Include 
the relative price effects of changes In per
sonal income tax rates. However, since C.B.O. 
believes that the performance of the econ
omy Is a !unction of spending levels,311 not of 
production Incentives, she expressed little 
concern over the neglect of the supply-side 
effects of fiscal policy. As she said in her 
March 11, 1977 letter to Representative 
Rousselot, 

In the range of policy options that we have 
been dealing with, I think the assumption 
that changes in marginal tax rates have no 
quantitatively significant effect on labor 
supply 1s quite plausible .. .. the models do 
tend to neglect the influence of tax rates and 
other incentives on aggregate supply and 
capital formation. But it is far !rom clear 
that these effects are quantitatively Impor
tant, especially over one or two years.'o 

Some members of Congress claim to be 
interested 1n "tax reform" and 1n closing 
" loopholes" without compensating rate re
ductions. This would raise effective tax rates, 
and would redistribute the tax burden. To 
have fiscal stimulus provided by tax reduc
tions Is Inconsistent with goals of income 
redistribution-unless the budget commit
tees can gain sumcten t power over the tax 
committees to specify the form of the tax 
reductions as well as the amount. 

C.B.O.'s analysis and conclusions are not 
at odds with the activities of the majority 
of members of Congress, who continue to 
support new spending programs and growth 
in existing programs. There do not, then, 
seem to be any pressure points !rom which 
the participants in the process can change 
the fiscal pol1cy content ot the budget op
tions. 

Advocates of publlc service employment 
(PSE) now cite the C.B.O. estimates to docu-

ment their case that tax reduction Is a weak 
tool of employment pollcy. For example, 
K1111ngsworth and King state. 

There Is some doubt that business tax cuts 
result in reductions in unemployment; the 
Congressional Budget Omce estimating pro
cedure assumes that they do not.41 

They refer to the September, 1975, C.B.O. 
study, Tempa.rary Measures to Stimulate 
Employment, done at the request of Sena
tor Muskie, Chairman of the Senate Budget 
Committee, which .. Implies that the gross 
cost per job created by a tax cut Is about 
$25 ,000, and the gross cost !or a PSE job 
1s about $8,000" (p. 23). (As Melselman Indi
cates, the "cost" here Is the assumed expense 
to the Treasury, not the cost to the public 
or the taxpayers.) " 

C.B.O. assumes all corporate Income tax 
rate reductions are an even weaker tool of 
employment. When asked by Representative 
Rousselot, a member of the Budget Commit
tee, about C.B.O.'s use of an econometric 
model which reported declines In GNP In the 
event of a reduction in corporate income 
tax rates, Dr. Rivlin replled, "While we do 
not believe that corporate tax rate cuts re
duce investment, it would not be surprising 
to find the tax cuts had only a minor ex
pansionary effect. •8 

If, as Mllton Friedman and some other 
economists believe, tax reductions deter 
spending Increases, the C.B.O. analysis which 
asserts that the tax reductions are relatively 
ineffective, weakens one possible constraint 
on spending increases. 

Two other goals of the new budget process 
are to gain control over "backdoor" spend
ing and to Umit presidential impoundment 
power. It seems to us that since the exist
ing incentives !or Congress are not changed 
by the Act, whether the Congress uses the 
budget process to exercise control over 
"backdoor" spending wm depend upon the 
extent to which the budget can accommo
date everyone's spending priorities. If not, 
"backdoor" spending will continue to re
Ueve the pressure. 

The purpose of the impoundment control 
section of the Budget Act, of course, was to 
reduce presidential constraints on congres
sional spending. We predict that this section 
of the Act wm be the most successful. Future 
Presidents will not have the opportunity, 
as did Nixon, of attempting to Umit the 
growth of federal spending and the size of 
the deficit by supplementing the use of the 
veto with the refusal to spend funds ap
propriated by Congress. Thus, the effect of 
this section of the Budget Act wlll be toward 
more rather than less expenditures. 

After writing an of this , we must admit 
that the analytical deflctencies, the biases, 
and information content of the C.B.O.'s 
model may be the wrong focus. C.B.O. does 
not have the power to change the incentives 
faced by politicians and bureaucrats in a 
democracy. To understand better how C.B.O. 
is constrained by the process, consider this 
question: What would happen 1f C.B.O. 
abandoned their Keynesian model? Would 
C.B.O. be Ignored or would the new Con
gressional budget process be abandoned? 
Where does the more critical analytical error 
He-in the C.B.O.'s marco model or in the 
economist's publlc pol1cy model? 

Is it correct to assume that publ1c policy
makers maximize their own interest by 
maximizing the public's welfare or that, al
ternatively, people who happen to have jobs 
in which they effectively make public poUcy 
maximize their own Interests Independently 
of the publlc's welfare or possibly even at 
the expense of the publlc's welfare? Is this 
an unexamined assumption-that people in 
the private sector maximize their own prof
its or ut111ty, whereas people in government 
do not-reflecting a normative commitment 
to democracy and a dichotomy in the econ
omist's assumption about behavior? 

There is a growing lltera.ture that explains 
pollticians as private entrepreneurs who are 

not wholly constrained by the interests of 
their constituents.'" In such a farmework, 
the privateness of publlc policy becomes an 
issue. 

APPENDIX 

Statutory tasks assigned to C.B.O. 
Listed in the order in which they appear 

in the Congressional Budget Act of 1974: 
(P.L. 93-344). Citations are to the U.S. Code 
and, in parenthesis, to section numbers of 
P .L. 93-344. 

( 1) In general, provide Information to the 
two Budget Committees on all matters within 
their jurisdiction, 2 USC 602(a) , (202(a)). 

(2) On request , provide Information to the 
appropriating and taxing committees, 2 USC 
602(b). (202(b)). 

(3) On request of any other committee, 
provide Information complied under ( 1) and 
(2) plus "to the extent practicable," addi
tional information which may be requested, 
2 USC 602(c) (1), (202(c) (1)). 

(4) On request of a Member, provide in
formation complied under (1) and (2) plus 
"to the extent avaliable," additional informa
tion which may be requested, 2 USC 602(c) 
(2). (202(c) (2)). 

(5) Perform the duties and functions for
merly performed by the Joint Committee on 
Reduction of Federal Expenditures, 2 USC 
602(e), (202(e)), see also 31 USC 571. 

(6) Annually on or before Aprli 1, furnish 
to the Budget Committees a report on flscal 
policy for the next fiscal year, to include a 
discussion of alternative levels of revenues, 
budget authority, outlays and tax expendi
tures, plus alternative allocations among 
major programs and functional categories, 
all in the light of major national needs and 
the effect on "balanced growth and develop
ment of the United States," 2 USC 602(f) 
(1). (202(f) (1)). 

(7) From time to time, furnish the Budget 
Committees such further reports as "may be 
necessary or appropriate," 2 USC 602(f) (2), 
(202(f) (2)). 

(8) Develop and maintain fillng, coding 
and indexing systems for all information ob
tained by C.B.O. from the Executive Branch 
or from other agencies of the Congress, 2 
usc 603(b). (203(b) ). 

(9) With respect to each committee btll 
providing new budget authority, furnish to 
the reporting committee !or its considera
tion: (a) a comparison of the b1ll to the most 
recent concurrent resolution on the budget, 
(b) a 5-year projection of outlays associated 
with the bUl, and (c) the amount of new 
budget authority and resulting outlays pro
vided by the b111 for State and local govern
ments, 31 USC 1329(a) (1), (308(a) (1)). 

(10) With respect to each committee blll 
providing new or Increased tax expenditures, 
furnish to the reporting committee !or its 
consideration: (a) a report on how the blll 
wm street the levels of tax expenditures most 
recently detalied in a concurrent resolution 
on the budget, and (b) a 5-year projection ot 
the tax expenditures resulting from the blll, 
31 usc 1329(a) (2). (308(a) (2)). 

( 11) Periodically, issue a scorekeeping re
port on the results of Congressional actions 
compared to the most recently adopted con
current resolution on the budget, plus status 
reports on all bUls providing new budget 
authority or changing revenues or the publlc 
debt limit, plus up-to-date estimates of reve
nues and the publlc debt, 31 USC 1329(b), 
(308(b)). 

(12) Annually, "as soon as practico.ble 
after the beginning of each fiscal year," Issue 
a 5-year projection of budget authority a.nd 
outlays, revenues and tax expenditures, plus 
the projected surplus or deficit, year by year, 
31 USO 1329(c), (308(c)). 

( 13) Prepare "to the extent practicable," • 
5-year cost estimate tor carrying out any 
publ1c bill or resolution reported by any 
committee (except the two appropriating 
committees), 31 usc 1353, (ol03). 
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(14) Jointly study with OMB, but sepa

rately report, on the feasibility and advisa
bility of year-ahead budgeting and appro
priating, the report to be made by Febru
ary 24, 1977, 31 USC 1020 note, (502(c)). 

(15) Cooperate with the Comptroller Gen
eral in the development of standard fiscal 
t erminology, 31 USC 1152(a)(1), (801(a)), 
(Sec. 202(a) (1) of the Legislative Reorgani
zation Act of 1970). 

(16) Cooperate with the Comptroller Gen
eral in developing an inventory of fiscal in
formation sources, providing assistance to 
Congress in obtaining information from 
those sources and furnishing, on request, 
assistance in appraising and analyzing in
formation so obtained, 31 USC 1153(b), 
(801(a) ), (Sec. 203(b) of the Legislative Re
organization Act of 1970). 

(17) With the Comptroller General, estab
lish a central file or files "of the data and 
information required to carry out the pur
poses of this title," 3 USC 1153(c), (801 
(a)), (Sec. 203(c) of the Legislative Reor
ganization Act of 1970). 

(18) Cooperate with OMB in providing 
u seful federal fiscal information to State 
and local governments, 31 USC 1153(d), 
(801(a)), (Sec. 203(d) of the Legislative Re
organization Act of 1970). 

(Chart not reproducible in the RECORD.) 
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purpose fiscal assistance; allowances; agri
culture; community and regional develop
ment; health; income security; veterans ben
efits and services; general government; in
terest; undistributed offsetting receipts. 

0 U.S. Congress, House, Committee on the 
Budget ( 1976, p. 4). 

7 U.S. Congress (1976, p. 1). 
8 Ibid. 
9 Ibid. 
10 Ibid ., p. 2. 
1t The count was made from C.B.O. docu

ments listing their publications, which the 
C.B.O. kindly made available. In a somewhat 
earlier bibliography covering publications 
through Feb., 1978, the C.B.O. made a sub
ject area listing of the 136 studies which had 
been published up to that date. The follow
ing is a tabulation of the numbers of studies 
by subject area: 

Agriculture --------------------------- 4 
The Budget an::!. Budget Projections____ 20 
Budget Procedures_____________________ 5 

Defense ------------------------------ 26 
The Economy and Fiscal Policy_________ 23 

Education -------------------------- -- 7 
Employment and Training_____________ 15 

Energy ------------------------------- 12 
Federal Work Force and Government 

Administration --------------------- 8 
Foreign Affairs________________________ 9 
Health ------------------------------- 9 
Housing ------------------------------ 4 
Income Assistance_____________________ 14 
International Economic Relations______ 9 
Law Enforcement and Justice__________ 2 
State and Local Government___________ 2 
Tax Expenditures______________________ 6 
Tax Receipts and Distribution__________ 12 
Transportation ----------------------- 6 
Urban and Regional Development_______ 3 

Total 196 

The total of the 196 studies exceeds the 
number of studies (136) because some studies 
are indicated in more than one subject area. 

'" The same model was still in use at the 
time our paper was prepared and at the time 
of the Carnegie-Rochester Conference at 
which an earlier clraft of this paper was pre
sented. For example, as late as April, 1978, 
the C.B.O. (1978) Background Paper, Under
standing Fiscal Policy, used these multipliers 
and the model of the multipliers project as 
central features in the analysis of fiscal pol
icy. Citing the C.B.O. Multipliers Project 
study, the paper states: 

In the course of using a number of econ
ometric models, the Congressional Budget 
Office has had occasion to develop its own 
sets of GNP multipliers for several different 
kinds of fiscal policy change. These multi
pliers are based on a careful analysis and 
comparison of five econometric models; they 
discount some of the more questionable ele
ments of each model while still maintaining 
consistency in the treatment of different 
kinds of fiscal action. (pp. 15-16) 
The paper then goes on to compare the ef
fects of different policies based on "C.B.O.'s 
system of multipliers" (p. 16). 

1 ~ U.S. Congress, Congressional Budget Of
fice ( 1977b, p. 5). 

14 Meiselman (1976a). 
1

" Friedman and Schwartz (1963, pp. 676-
86) 0 

10 U.S. Congress, Congressional Budget Office 
(1975c). 

17 Meiselman (1976b), Meiselman and Davis 
(1978), and Friedman (1977). 



25198 CONGRESSIONAL RECORD- SENATE September 19, 1979 
19 Clarkson and Meiners (1979) and Perloff 

and Wachter (1979). 
1~ Meiselman and Davis (1978) and Fried

man (1977). 
:o U.S. Congress, Congressional Budget Of

fice (1975a). 
:1 Ibid., p. 28. 
:2 U.S. Congress, Congressional Budget Of

fice ( 1975b, p. 34) . 
23 U.S. Congress, Congressional Budget Of

fice (1976, p . 20) . 
21 McNees (1977, Table 4, p . 7 ). 
!!:; A footnote to the discussion of the ef

fectiveness of fiscal inst ruments states, "A 
somewhat similar discussion of fiscal instru
ments appears in an earlier C.B.O. report, 
Temporary Measures to Stim ulate Employ
ment, Seut., 1975" (p . 38). 

~'0 The C.B.O. study makes strong claims for 
public service employment wit hout defining 
what a job is. Some economists wonder if we 
attain full employment by redefining unem
ployment compensation as public service em
ployment. Is a tax-supported job that does 
not produce marketable goods and services 
the same as a tax-generating job that does? 

~· They make no reference to Michael 
Baskin's work on the responsiveness of sav
ings. (See Boskin, 1978). 

:1'! See Roberts (1978a). 
!!9 An income tax rate change is a relative 

price change. It changes the relative price of 
leisure in terms of foregone current income 
and the relative price of current consumption 
in terms of foregone future income. There
fore , it affects at the margin the choices be
tween leisure and current income and be
tween current consumption and future in
come. 

30 Roberts and Van Cott (1978) arrive at 
the same conclusion on the basis of theo
retical considerations. 

o1 Figure 2 shows employment changes at 
zero after 11 quarters; there is no reading 
for quarter 12. 

3: Ellwood and Thurber (1977, p. 90). 
33 During a time period that overlaps with 

the new budget process, Senat or Edward M. 
Kennedy has been using the concept of " tax 
expenditures" to launch an att ack on the 
powers of t he tax-writ ing commit tees. "Tax 
breaks," he says, are equivalent to govern
ment grants and should be handled through 
the authorization and appropriation process 
and dispersed through the appropriate fed
eral agency. The Senate Finance Committee's 
response was to block the energy taxes that 
could have financed Kennedy's national 
health program and welfare reform. See Con
gressional Record (Nov. 15, 1977, pp. 37664-
37665) and Senator Kennedy's press release of 
April 16, 1978. 

3 1 A diseusE-ion of incentives should not be 
confused with a discussion of motives . 

o:; Ellwood and Thurber ( 1977, p. 84) came 
to the same conclusion. They write, "Some 
members, mostly conservatives, fel t if Con
gressmen and Senators were forced to vote on 
the deficit or surplus, the tendency for even 
larger deficits would be reversed. To this ex
tent they saw the vote not as a way to ex
ercise fi:;:cal pollcy but as a means to limit 
spending." 

30 As Ellwood and Thurber (1977, p. 94 ) 
point out, "Both committees, but particularly 
the Senate Budget Committee, were willing 
and eager to use the new process to set fiscal 
policy:" 

37 The argument may be made that other 
information supplied by the C.B.O., such as 
studie:;: of specific spending proposals and the 
scorekeeping reports, work counter to the fis
cal policy justification of deficits and serve to 
hold down spending. The problem with this 
argument is that neither the analysis of spe
cific programs nor the scorekeeping proce~s 
has anything to do with t he determination of 
the overall level of outlays and the size of 
the deficit. The fact that some programs lose 
out in the competition for budget shares does 
not mean that total spending is reduced. The 

processes are unrelated . The scorekeeping 
process takes as givens the outlay and reve
nue figures set in the budget resolution. It 
does not hold down spending, but merely 
keeps the Congress informed of its progress 
toward the mark it set. 

as This is discussed in more detail by Rob
erts (1978a) . 

;)() See, for example, Closing the Fiscal Pol
icy Loop : A Long-Run Analysis. 

1° For the correspondence, see Congressional 
Record (July 11, 1978, pp. 20134-20135). 
C.B.O. has been under mounting pressure for 
their disregard of the supply side effects of 
fiscal policy, and there is some hope that the 
C.B.O.'s fut ure analyses will start to take 
supply factors into account. In a letter of 
June 2, 1978 to Representative Barber Con
able, Ranking Minority Member of the Com
mittee on Ways and Means, Dr. Rivlln said 
that C.B.O. is "unable to provide estimates 
of the long-run impact of tax cuts" and can
not "provide estimates of the impact of rate 
cuts in corporate income taxes." She went on 
to say that "C.B.O. is currently planning to 
undertake an in-depth study of the issue of 
the incentive effects of large t ax cuts and 
the impact of reductions in business taxes. 
This will enable us to address these issues 
in greater detail in the future ." (See Con
gressional Record, July 27, 1978, pp. 23121-
23122.) 

JL Killingsworth and King (1977, p. 21) . 
·~ Meiselman (1978). 
•·: See Congressional Record (July 11, 1978, 

pp. 20134-20135) 0 

H See, for example, Roberts and Rabushka 
( 1973), Roberts ( 1976, 1978b), Meckling 
(1976a, 1976b), Jensen and Meckling (1976), 
Wagner (1977 ) . See also LePage (1977), who 
writes in Realities: Most economists act as 
if they have two different weights or meas
ures by which they analyze the private econ
omy and the public economy. It is assumed 
that individuals in the private economy are 
egocentric, guided by narrow self-interests, 
whose motives must be subject to a collective 
control embodying the general interests of 
society. On the other hand, in the public 
economy the state, a divine supermachine, 
reflects the interest of the collectivity. It is 
operated by officials who are motived by affir
mation and respect for the public interest. It 
is this fiction from which we must escape. 

Mr. ROTH. I thank the distinguished 
Senator from Utah for his support. 

Mr. President, I yield 3 minutes to the 
distinguished Senator from Illinois. 

Mr. PERCY. Mr. President, I have in
dicated my full support for the Budget 
Committee, with two exceptions. One is 
the provision guaranteeing us an ade
quate defense through a 3-percent in
crease in next year's defense budget. The 
3-percent increase is only a guideline 
which I hope we will never have to meet. 
But we need a guideline flexible enough 
that we can make adequate provision for 
defense in the next year. The other area 
where I digress from the Budget Com
mittee is over a potential tax cut. I have 
indicated that I would not be able to 
support a tax cut that did not have an 
accompanying reduction in expenditures. 
For that reason, I support the principles 
of the Roth-Danforth tax cut amend
ment. It is as essential to the restoration 
of our economic health as is a balanced 
budget. The amendment acknowledges 
that these two goals are uppermost in our 
priorities, for the proposed tax cut will 
in no way jeopardize the balanced budg
et we have set for October 1980. 

According to the committee's own esti
mates, failure to pass a tax cut in fiscal 
year 1980 will result in a tremendous 

increase in taxes for the American econ
omy. Measured in terms of gross na
tional product, the rate of taxation would 
increase in 1980 and 1981 and then slowly 
decline. It would not, however, decline to 
the 1979 level of taxation for many years, 
as the following table shows, which I 
ask unanimous consent to have printed 
in the RECORD. 

There being no objection, the table 
was ordered to be printed in the RECORD, 
as follows: 

Revenu es as a percent of GNP 
Revenues as 

Fiscal year: percent of GNP 
1978 (actual)------ -- - --- ----- - -- - - 19.7 
1979 -- - ------------- - ---- -- ------- 20.4 
1980 ----------------- - ---- - --- - - - - 20.6 
1981 - --- - ----------- - - - ---- --- --- - 21.5 
1982 --- - --------------- - ------ - --- 20.7 
1983 ------------------ ---- - --- -- -- 20.8 
1984 ----------------------------- - 20.9 
Source: Senate Budget Committee Report 

on the 2nd Concurrent Budget Resolution, 
FY 1980. 

Mr. PERCY. Mr. President, I simply 
cannot support a tax increase of this 
magnitude. In real terms, it means that 
taxes will increase by $88.9 billion be
tween fiscal year 1980 and fiscal year 
1981. That will be followed by another 
tax increase of nearly $55 billion in the 
next fiscal year. All of this is on top of 
taxes that are already too high. 

I support a tax cut that will stimulate 
business investment and increase our rate 
of productivity. Several bills have been 
introduced this year that I support that 
will lead us in that direction. 

In July, all 41 Republicans endorsed a 
package of tax cuts that would help rein
vigorate the American economy. TheRe
publican package incorporates my own 
Small Savers Incentives Act which in
creases the current divident exclusion 
and provides a similar exclusion for in
terest income earned from saving ac
counts. It has been estimated that this 
part of the tax package would cost $3 to 
$4 billion in the first year. 

This bill is desperately needed to spur 
investment and give our small savers in 
this country a reason to increase saving. 
It will help bring down high interest costs 
being borne by millions of American con
sumers, farmers, and businesses. 

The PRESIDING OFFICER. The Sen
ator's time has expired. 

Mr. PERCY. Mr. President, will the 
Senator yield me 2 additional minutes? 

Mr. ROTH. I yield. 
Mr. PERCY. I ask this question of 

Senator DANFORTH: Is it not true that the 
savings rate in this country is one of the 
lowest among the industrialized countries 
and that this definitely has an adverse 
impact on our ability to generate funds 
for investment? 

Mr. DANFORTH. There is absolutely 
no doubt about it. Compared to all our 
trading competitors around the world, we 
rank far lower than any of them. 

I think the percentage of disposable 
income which is saved in Japan is 25 per
cent. Fifteen percent of personal dis
posable income is saved in Germany, 10 
percent in Great Britain, and only 5.5 
percent in the United States. 

So savings, according to the econo
mists, means investment; and to the 
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extent that we spend now and even bor
row to spend now and do not save, we 
are narrowing our economic base for the 
future. 

Also, I say to the Senator from Illinois 
that he really has been the leader in the 
whole area of personal savings and the 
importance of that for the economy. He 
has introduced the bill to provide an ex
clusion from income taxes of a hundred 
dollars for an individual, for interest re
ceived, which is a step in the right di
rection. 

Mr. PERCY. I thank my distinguished 
colleague. 

Mr. MUSKIE. Mr. President, will the 
Senator yield? I think we have enough 
Senators present to obtain the yeas and 
nays on this amendment. 

Mr. PERCY. I yield. 
Mr. MUSKIE. Mr. President, I ask for 

the yeas and nays. 
The PRESIDING OFFICER. Is there a 

sufficient second? There is a sufficient 
second. 

The yeas and nays were ordered. 
Mr. PERCY. I say to my distinguished 

colleague that another crucial part of 
the tax, in my judgment. is depreciation. 

The PRESIDING OFFICER. The time 
of the Senator has expired. 

Mr. PERCY. Mr. President, will the 
Senator yield 1 additional minute? 

Mr. ROTH. I yield. 
Mr. PERCY. We have to find a way to 

provide amortization depreciation. This 
is a principle I began fighting for at the 
Treasury 12 years ago when organized 
labor was opposed to it. Today, labor is 
really not battling this any more and has 
come around to realize that American 
workers need a tremendous amount of 
capital if they are to remain competitive. 

They realize that a $40,000 to $50,000 
investment is needed behind every single 
job that is created. 

So another crucial part of a tax cut 
must address itself to the depreciation 
system. The Republican tax package 
meets this test by including the Capital 
Cost Recovery Act. This provision will 
replace our current tax depreciation sys
tem with a 10-5-3 plan, covering struc
tures, equipment and rolling stock, re
spectively. The estimated cost of this 
provision is $5 billion in the first year. 

Certainly I know Senator DANFORTH 
and Senator RoTH are familiar with the 
strong correlation, as noted by the Joint 
Economic Committee, between our low 
rates of capital investment and produc
tivity and the deficiencies of our capital 
recovery system. We have to find a way to 
plug this great loophole. 

This tax reduction before us today 
will make a significant contribution to 
our effort to increase productivity, re
duce inflation and strengthen our bal
ance of payments position. I think, 
therefore, that it is a highly cost-effec
tive tax reduction from which we will 
benefit immensely and very quickly. We 
are already, for example, seeing the 
benefits of the capital gains tax cut we 
made last year. 

A third area that should be included 
in the tax cut would curb the phenom
enon of "bracket creep" that bucks in
dividual taxpayers into higher and 
higher tax brackets. Some have called 

this "taxflation" and it is certainly one 
of the highest items in a family's budget. 

I have supported indexing of individ
ual tax rates for several years, to 
eliminate the hidden inflation tax. For 
every 10 percent increase in the cost of 
living, tax revenue going to the Treasury 
increases by 16 percent. We need to take 
a hard look at the tax system and give 
the American taxpayer a break. 

In the report accompanying the sec
ond resolution, the Budget Committee 
explains the state of the economy at this 
time and points out, in all candor, that 
"this resolution has been drafted at a 
moment of extraordinary uncertainty." 
It is to the further credit of the commit
tee that they have not swerved from 
their analysis in the first budget resolu
tion last spring that inflation "is the 
Nation's most serious economic prob
lem." 

All evidence continues to point to the 
intractability of inflation and the inef
fectiveness of the tools we have used so 
far against it. Let me just highlight a 
few of the key indicators, which only 
bolster my view that we need a targeted 
tax cut. 

First, consumer prices. Consumer 
prices have risen steadily throughout 
the winter and spring and well into the 
summer. The recently-released July 
figures for the Consumer Price Index 
show an annual rate of increase of 12 
percent. The average increase for the 
first half of this year is a staggering 13.4 
percent. This is a far cry from the 7.5 
percent the President foresaw in Janu
ary and it is most unlikely that we will 
even be able to average less than a double 
digit rate for all of 1979. The effect of 
escalating prices is seen everywhere 
around us. Housing costs are one of the 
most inflationary items in the economy, 
as a Commerce Department report made 
clear just recently. The agency an
nounced that the average sales price of 
new one-family houses sold during the 
second quarter of this year topped $72,-
000. What is more, this was an increase 
of 5.7 percent over the average price of 
similar houses in the first quarter. 

Inflationary consumer prices have be
come so much a part of the economic 
landscape that the head of the Labor 
Department's Statistical Bureau, Janet 
Norwood, said last month that the rise 
in the Consumer Price Index had become 
"almost monotonous." 

Let me say there is no monotony in 
it for senior citizens on fixed incomes, 
or for families struggling to balance a 
family budget. For them it breeds un
certainty and even fear of the future. 

Second, producer prices. For a few 
months this spring, it appeared that 
wholesale prices-as reflected in the 
producer price index-would be a mod
erating influence on inflation. There was 
even brief and cautious hope that this 
moderation in wholesale prices would be 
reflected in moderating consumer prices 
in the later summer and fall. 

Now, after 2 months of rapidly esca
lating producer prices, it appears these 
hopes will not materialize. In fact, in 
August, the producer price index rose at 
an annual rate of 14.9 percent, the high
est since January and even outstripping 
the consumer price rise for the month. 

Third, interest rates. The prime inter
est rate, which banks give their best cor
porate customers, has jumped more than 
a full percentage since the onset of sum
mer. On September 7, it was jacked up 
twice in 1 day, to 12% percent and just 
5 days later, on September 12, it hit a 
record high of 13 percent. 

Business demand for locns remains 
high and the Federal Reser 1e, under its 
new chairman, Paul Volcker, is signaling 
that he will actively work to combat in
flation with high interest rates. Just 
yesterday the Federal Reserve raised the 
discount rate again, to a record 11 per
cent. Despite the apparent necessity of 
this course, higher interest rates are a 
bitter pill to small businesses and poten
tial homeowners, for they may be shut 
out of the market altogether. 

Fourth, gross national product. After 
3 years of buoyant economic growth, we 
now appear to be in the midst of a slow
down that may mean the loss of hun
dreds of thousands of jobs in the year 
ahead. GNP grew at nearly 6 percent in 
1976, at well over 5 percent in 1977, and 
at a 4.4 percent rate last year. So far this 
year, though, we have seen GNP grow at 
an annual rate of only 1.1 percent in the 
first quarter and it actually declined by 
2.4 percent in the second quarter. If the 
quarter ending September 30 proves to 
also be in deficit, we will have achieved 
a true recession in the economists' defi
nition of two quarters of negative eco
nomic growth. 

Fifth, productivity. Next to GNP, per
haps one of the poorest performers has 
been productivity, which has also shown 
no growth this year. We have not had the 
hard-driving productivity gains in this 
decade that we experienced in the 1950's 
and 1960's-the gains which enabled our 
standard of living to increase steadily 
and wages to rise to all-time highs. Yet 
as recently as 1976 we did chalk up a 3.5 
percent increase in productivity. It has 
declined each year since then and in each 
of the first two quarters of this year, 
there has been a very serious decline of 
well over 2 percent. 

Mr. President, as much as these five 
indicators point to continuing inflation, 
the signals we are receiving from other 
parts of the economy are mixed. For ex
ample, the Commerce Department's in
dex of leading indicators declined in 
July. But a closer look shows that 6 of 
the 10 indicators actually rose while 4 
fell. The Commerce Department's chief 
economist, Courtney Slater, commented 
that this mixed bag of indicators were 
"very consistent with the proposition 
that we are experiencing a mild down
turn or recession." 

In short, there does not seem to be the 
threat of a serious recession looming 
ahead. Inflation, however, is still snap
ping at our heels. A tight budget and a 
tax cut that stimulates investment and 
productivity are the most effective ways 
we can deal with it. 

The PRESIDING OFFICER. Who 
yields time? 

Mr. ARMSTRONG. Mr. President, I am 
wondering if the distinguished chairman 
will yield me time on the bill, and I make 
that request with the understanding that 
that time-and I ask for 10 minutes
will be deducted from time that might 
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be available to me later on on my amend
ment. 

Mr. MUSKIE. I have no objection to 
that . 

May I say whatever time the Senator 
takes on his amendment to debate this I 
will be glad to take off on my side of the 
amendment so we will achieve a double 
reduction in time on his amendment. 

So I yield him 10 minutes on the bill 
with that understanding. 

Mr. ARMSTRONG. Mr. President, I 
appreciate the chairman's courtesy. 

I am not one of those who thinks the 
weight of argument depends on its 
length. I can sum up my support for the 
amendment now pending very simply. 

I begin by congratulating the distin
guished Senator, BILL RoTH, for bring
ing this before the Senate and for the 
support and cosponsorship of our col
league from Missouri, Mr. DANFORTH. I 
think they are doing a great service in 
addressing themselves to what I believe 
to be the most serious economic problem 
facing our country. I refer, of course, to 
the problem of inflation and bracket 
creep. 

If you spent most of the month of 
August as I did out talking to the peo
ple at home I do not think there could be 
any doubt in anyone's mind that the 
working men and women of this country, 
the families of this country, and the busi
ness firms of this Nation are really hurt
ing. Every economic indicator, every 
conversation, every bit of testimony from 
the Nation's economists underscores the 
fact that we are really in trouble. 

It seems to me that the amendment 
which is proposed by the Senator from 
Delware and the Senator from Missouri 
addresses itself in the most responsible 
manner, and I cannot help recalling, I 
say to my friend, Senator RoTH, a few 
years ago when he and the gentleman 
from New York, JAcK KEMP, and a hand
ful of others began to beat the drum for 
tax cuts, that it was greeted with apathy 
and ridicule. Gradually, as they have 
taken their case not only to the floor of 
the Senate but around the country, to the 
halls of the great universities and the 
centers of learning, to the editorial pages 
of the Nation's newspapers, to business
men and consulting economists, that 
gradually an understanding of how right 
they have been has begun to dawn on 
people in every walk of life, and I just 
congratulate them not only for being 
right but being right early and being per
sistent enough to make this seemingly 
impossible dream come true, and I think 
it is going to come true. I think there is 
going to be a tax cut and very soon. 

I hope the day we set the stage for it 
will in fact be today. 

I stress that the concern for what is 
happening to our economy and the rec
ognition that a tax cut is the right 
medicine for what ails our economy is 
not partisan and it is not ideological. In 
fact, I have been very buch impressed by 
the fact that an advocacy of large sub
stantial permanent tax rate reductions 
are now advocated by a very diverse 
group of the Nation's leading economists, 
representing I think a consensus which is 
almost without parallel in modem eco
nomic history. 

Among those representing various seg
ments of the philosophical anr:l eco
nomic spectrum who are now calling for 
tax cuts are Dr. Walter Heller, regents' 
professor of economics at the University 
of Minnesota and former chairman of 
the Council of Economic Advisers under 
Presidents Kennedy and Johnson, who 
recently noted: 
. . . wit h t he country, t he Congress and Mr. 
Carter firmly determined to hold Federal 
spending in check, it becomes ever clearer 
that tax cuts are the way to go. 

And he continued in a Wall Street 
Journal article from which I will quote a 
bit more: 

While it is too early to push the panic 
button on a tax cut, it is none too early to 
push the planning button. 

Alan H. Meltzer, Maurice Falk 
professor of economics and social science 
at Carnegie-Mellon University, in recent 
testimony before a Senate committee 
stated: 

There are some desirable changes in policy 
that should be taken to reduce the burden 
of the recent oil shock and to speed the ad
justment of employment and real income 
to the shock. The principal policy change 
that I recommend in response is a reduction 
1n the real value of Government spending 
and a reduction in tax rat es for households 
and business. 

Other market analysts and economists 
have echoed the same theme. For ex
ample, Lawrence Kudlow, writing in a 
recent investment company newsletter 
pointed out: 

Inflation is caused by spending and mone
tary policies that create too much money. A 
stagnant economy is caused by excessive tax 
rates that produce too few goods. When too 
litt le supply is matched against too much 
demand, prices rise and the currency de
preciates .... To reduce inflation requires 
tight spending and monetary policy. To ex
pand production requires easier tax policy. 
Monetary restraint and fiscal ease is a pro
gram for the 1980's. 

Lacy Hunt, vice president of Philadel
phia's Fidelity Bank, recently made a 
similar observation in testimony before 
the Senate. 

Included within a policy statement by 
the Shadow Open Market Committee, a 
group of economists, was the following 
observation: 

To encourage investment and output, Con
gress should fur t her reduce the growth of 
Government spending (including off-budget 
items) below the recommendations of the 
President, and reduce real tax rates. 

Prof. Arthur B. Laffer is, of course, a 
well-known advocate of tax rate reduc
tion. He sums it up this way: 

The recession that we 're headed into could 
be much less serious if Congress adopted a 
tax cut of the type proposed by President 
Kennedy and passed in 1964. To argue that 
a tax cut is inflationary because it would 
create a deeper budget deficit by curtailing 
revenues is inappropriate. If you encourage 
more production you will lose much less in 
tax revenues and may even increase them. 

Irving Kristol, a distinguished observer 
of modern thought and a leading thinker 
about problems not only of the economy 
but of the broader scope than just eco
nomic matters, pointed out: 

I believe a cut in tax rates will generate 
more jobs, greater economic activity and an 

expanded tax base, which, in time, will yield 
the same or more revenues, even with lowe!· 
tax rates. 

From all across our country, from ev
ery occupation, from every walk of life, 
from every philosophical background 
there comes the hue and cry for a tax 
cut, and I think that the kind of pro
posal which Senator RoTH and Senator 
DANFORTH have brought before us today 
is not only commendable, it is something 
that we urgently need. 

If we are going to cope with the eco
nomic malaise that is spreading across 
the country, it is time to cut taxes, and 
I urge my colleagues in the Senate to 
adopt the pending amendment. 

Mr. MUSKIE. Mr. President, I dis
cussed the matter of time with the dis
tinguished principal cosponsor of the 
pending amendment, Senator RoTH, and 
I have agreed to cut my time on his 
amendment in half if he will reduce his 
remaining time of 17 minutes to 10 min
utes . He has agreed to do so. 

I ask unanimous consent that time on 
the amendment be adjusted to that effect. 

The PRESIDING OFFICER. Without 
objection, it is so ordered. 

Mr. MUSKIE. I thank him for his 
courtesy because there are other amend
ments that have not yet been identified 
that may be called up, and I want to be 
sure that our colleagues have the oppor
tunity to present them. 

Mr. President, I yield myself 10 min
utes, and I hope I do not need to use it 
all, but I can never predict. 

Mr. President, I have listened with in
terest to the rationale for this amend
ment and the cosponsors have been quite 
candid and quite blunt and indeed quite 
critical of the budget resolution and the 
economic philosophy underlying it. 

I shall try to be equally candid and 
blunt without being disagreeable if I 
can. 

I listened with interest to Senator 
HATCH's speech, and I am sorry that he 
had to leave the Chamber before I could 
make this comment, but he told the Sen
ate that the Budget Committee has never 
explained to the Senate the uncertainties 
and the gaps in the information that we 
can expect from the econometric models. 

Mr. President, I have spent more 
breath than I care to spend in the Cham
ber explaining the shortcomings of the 
econometric models, of economists, of 
would-be economists in the Senate, in
cluding the Budget Committee. I do not 
know anyone who has a certain view of 
the future economically, much as we like 
to speak as though we did. I certainly do 
not have a certain view of the future. I 
mean our judgments are all calculated 
judgments, using our best judgment
making capabilities on the facts that 
are available to us and the uncertainties 
of human behavior, and economics is a 
science or an art form based upon some
one's calculation of human behavior in 
response to uncertain and unpredictable 
stimuli. 

At least that is my understanding of 
economics, after listening to economists, 
the most eminent in this country, con
servative, liberal, monetarist, and other-
wise, across the board, for the last 5 
years. 
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I have not heard any economist boast 
about the accuracy of his last year's as
sumptions about this year's economy, but 
they speak with considerable certainty 
about next year's economy, just as I have 
been listening to that kind of certainty 
expressed in this debate up to this point. 

Mr. President, I would like to talk, 
not about the behavior of the citizenry 
of our country, but about senatorial be
havior. That is of more concern to me 
with respect to the economy of our coun
try and the problems of inflation than 
what the economists say about human 
behavior and our economy as we go into 
next year. 

Mr. President, the sponsors of this 
amendment propose what? They propose 
a tax cut, and they emphasize the im
portance of a tax cut, because they say 
it is the kind of medicine the economy 
needs. Well, that is certainly one ques
tion. But in order to avoid being accused 
of adding to the deficit or unbalancing 
the budget further, they couple that with 
a proposal to cut outlays. 

Well, now, what do they propose? They 
propose cutting outlays in fiscal 1980 by 
$16.1 billion beyond what has already 
been mandated by the Senate, and they 
propose that this be done in nondefense 
spending. 

Mr. President, yesterday the Senate di
rected the Appropriations Committee 
and six authorizing committees to cut 
nondefense spending by $3.6 billion. Hav
ing saved that much money, the Senate 
then proposed, in the afternoon, to spend 
$3.2 billion of what had been saved out 
of domestic programs for defense, for a 
net savings of $400 million. 

Now the proponents of this amend
ment undertake to tell us what they 
would do in addition to the $3.6 billion 
directed to be saved out of domestic pro
grams yesterday. They would propose to 
cut an additional $16.1 billion, and they 
dismiss this as simply an act of will. 
They say if the Senate wants to balance 
the budget badly enough, we can cut the 
$16.1 billion, totally ignoring, in an exer
cise of either naivete or cynicism, the 
enormous efforts that had to be made 
last week before the resolution came to 
the floor to get the Senate to adopt the 
cuts reflected in the reconciliation in
struction; and they put this forward as 
a realistic political proposition. 

Well, I wish they could have been in 
my shoes last week, in the Democratic 
caucus, in meetings with committee 
chairmen, and in meetings with my Re
publican colleagues on the Budget Com
mittee, to test the realism of the propo
sition they are advancing this morning. 

I am not talking about national eco
nomic effects or economic philosophy, or 
econometric models; I am talking about 
senatorial behavior. The Senators who 
have spoken this morning all voted yes
terday for the increases in defense. That 
is their prerogative, and I am sure they 
are motivated by their concerns about 
our national security. I do not challenge 
their motives. 

I am challenging the realism of what 
they are proposing. I mean they are fol
lowing a tried and true path. They de
scribe their proposal as a new economic 
policy, but there is nothing new about 
this kind of senatorial behavior. For all 

the 20 years I have been here, Senators 
have indulged themselves in voting for 
tax cuts, in voting for increases in their 
programs, and undertaking at the same 
time to assure their constituents that 
what they were proposing was sound eco
nomic policy, even a new economic policy 
for whatever period they were speaking 
to at the time. 

I repeat, there is nothing new about 
that kind of senatorial behavior. And 
given the votes yesterday, if we should in 
addition vote now for a tax cut, and vote 
also for a cut in outlays that we have got 
to know will not be achieved-it just will 
not be achieved by this Congress. Indeed, 
Mr. President-and I have had to go 
through House-Senate conferences on 
the budget resolution for 5 years-Sena
tors who do not appreciate it ought to 
understand the strong impulse for pro
tecting domestic programs that we con
front in the House-Senate conference 
each and every year. To suggest to me, as 
the one who would have to lead the 
charge-not Senator RoTH, Senator DAN
FORTH, or Senator HATCH-but to suggest 
to me that I could persuade the House 
conferees to accept the reconciliation in
struction, which does not exist in the 
House resolution, and in addition per
suade them to cut $16.1 billion from do
mestic programs this year, is to indulge 
in the sort of fanciful daydreaming that 
one would find only in fairy-tale books. 

Indeed, if I am mandated by the Sen
ate to accomplish any such Herculean 
feat, I think I would yield the responsi
bility to someone else who had more op
timism, such as the sponsors of this 
amendment. 

Mr. President, the whole idea that one 
can indulge in one's own priorities and 
except the other fellow's priorities to ac
cept the full burden of fiscal responsi
bility in order to make a tax cut of our 
liking possible is simply the old sena
torial behavior in new clothing. There is 
nothing new about it. 

What the cosponsors are saying is, 
"Look, if I could have my way com
pletely, I would cut your taxes and I 
would make it possible by cutting out 
funds for all those deadbeats and all 
those drones"--

The PRESIDING OFFICER (Mr. HuD
DLESTON). The Senator has used 10 
minutes. 

Mr. MUSK! E. I yield myself another 5 
minutes; I knew I would have to. 

"All those drones on the welfare rolls, 
all those deadbeats who are eating up 
the substance of the taxpayers of this 
country-! would give you a tax cut, and 
I would cut their programs, if I had my 
way; and at the same time I would make 
sure that national defense had every
thing that the Pentagon requests, so that 
your national security, your freedom, and 
your security will not be jeooardized." 

That is the old senatorial behavior, 
Mr. President. I say to my colleagues 
who are so pleased to criticize the bu<;iget 
resolution-let me tell them what the 
bude;et resolution is. 

The budget resolution is no Senator's 
idea of what his priorities would be, no 
Senator's. The only Senators I know of 
who have voted without change to sup
port the budget resolution as it came out 
of the committee are Senator BELLMON 

and myself. My apologies if I left out 
someone. But I know he and I have-not 
because our personal priorities are ac
curately reflected in the resolution, but 
because we understand what the whole 
Senate has to understand if the budget 
process is to work. That is that we must 
trade off with each other our notions of 
what our priorities require if we are to 
get a responsible resolution of the dif
ferences in priorities that are repre
sented in this body. 

There is no way for Senator RoTH 
to have his way 100 percent with respect 
to the budget. There is no way for me 
to do so. 

I have voted on the floor against posi
tions I have taken in the Budget Com
mittee, over and over again, because I 
recognize the budget process has to rep
resent a trade-off. That is what this 
budget resolution represents. 

So, when you try to shove down my 
throat the argument that I am trying to 
force on the Senate some economic pol
icy which is personal to me or some 
budget policy which is personal to me, 
I say to you that you do me an injustice. 
More importantly, you do the budget 
process an injustice, because you like to 
pretend that somehow I mandate the 
final result. Well, the votes yesterday 
clearly reflect what is the fact. The 20 
members of the Budget Committee are 
not the Budget Committee. The Senate 
is this house's Budget Committee. 

You challenged the Budget Committee 
last spring to balance the budget. It is 
clear after yesterday's vote that the 
Budget Committee cannot balance the 
budget. Only the Senate can balance the 
budget. The Senate can choose now to 
indulge in fancy bursts of rhetoric de
signed to put the appearance of ration
ality on irrationality. It is not going to 
work. 

So I do not answer the arguments I 
have heard this morning by my own 
macroeconomic analysis, although I ask 
unanimous consent, Mr. President, that 
a brief two-page analysis, which has my 
approval, of the macroeconomic claimed 
for the Roth-Danforth amendment, be 
printed in the RECORD. 

There being no objection, the analysis 
was ordered to be printed in the RECORD, 
as follows: 

MACROECONOMIC EFFECTS 

Senators Danforth and Roth have argued 
that the outlay cuts are anti-inflationary 
while the tax reduction is anti-recessionary, 
stimulating economic activity and employ
ment; in addition, they argue that the tax 
cut will increase work incentives and the 
incentives for saving and investment, thus 
adding to the supply capabilities of the econ
omy. In fact, in the short-run, cuts in trans
fer programs such as AFDC food stamps and 
medicare/ medicaid and the CETA jobs pro
gram combined with general personal tax re
duction will simply transfer income from 
the beneficiaries of the programs to those 
receiving a tax cut. There is no reason to 
believe that the short-run effects of such a 
redistribution of income would be anti
re::essionary. Indeed, to the extent that they 
reduced consumption spending and increase 
personal saving, they would tend to deepen 
the recession; there would be little, if any, 
increased incentive to use the saving for 
business investment in the face of declining 
rates of capacity utilization. Similarly, even 
if the tax reduction induced more people to 
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look for work, this would not expand em
ployment in an environment of slack de
mand for labor. It would only increase meas
ured unemployment. 

There is also little reason to believe that 
the combined reductions in outlays and taxes 
would be anti-inflationary in the short-run, 
by comparison to the fiscal policy in the 
Resolution. The balance of supply and de
mand for output would be virtually unaf
fected. The only possible anti-inflationary 
effect would be if reduced personal taxes re
sulted in .the acceptance of lower before-tax 
wages. The U.S. statistical evidence on this 
point is not conclusive and there is no direct 
evidence from highly inflationary periods 
such as the present. Britain achieved a pe
riod of wage restraint in the mid-'70's as a 
result of a "social contract" in which a wage 
guideline was accepted by labor unions in 
return for tax reduction. But this bears only 
indirectly on likely U.S. developments since 
it was a fairly explicit social contract be
tween the government (Prime Minister Cal
laghan's Labor Government) and the labor 
sector which is much more extensively un
ionized than in the U.S. 

Over the longer-run, the tax reduction 
would enhance work and saving incentives 
slightly. The exact amount is very difficult 
to determine and the sub1ect of contem
porary controversy. Assuming some posi
tive effect-which appears reasonable-the 
longer-term supuly capabilities of the econ
omy would be slowly increased. This would 
permit an expansion of private sector de
mands with less inflationary pressure than 
would otherwise be the case. 

Most evidence indicates, however, that 
these effects will occur very slowly. Sizeable 
effects on work and saving behavior require 
numerous individual citizens to change es
tablished habits. Furthermore, sizeable in
creases in the supply of productive capital 
take time to occur and require the use of 
existing capital as new machines must be 
built and the new structural steel must bE' 
produced and put into place. 

What might be the magnitude of the sup
ply responses once they <io begin to occur? 
A survey and evaluation of the relevant lit
erature was commissioned by this Commit
tee last year. This concluded that the posi
tive response of the labor supply to tax re
duction is limited to married women, who 
account for only approximately 23 percent 
of the labor force . The amount by which 
saving might respond is very controversial. 
The most generous estimate (due to Profes
sor Michael Baskin) indicates that the pro
posed tax reduction would increase personal 
saving by 12 or 13 percent or about $15 to 
$17 billion. But shifting this amount from 
consumption to investment would raise the 
capital stock by less than 0.4 percent in a 
given year. More rapid real growth with less 
inflation may be achievable in the long-run 
but it cannot be achieved overnight. 

These long-term benefits of enhanced pri
vate sector production capabilities and less 
inflation must be weighted against the costs 
of government activities foregone. The mer
its or costs of the proposed cuts vary from 
case to case but it does appear that many of 
these cuts could be socially costly. These 
social costs range from delays in achieving 
some environmental protection objectives, to 
potentially serious reductions in medical 
care for the poor, to substantial disruption 
of employment and training programs with 
a resulting loss in our ability to make prog
ress in countering structural unemployment. 
There may also be economic costs if the cuts 
result, as they are likely to do, in a less 
healthy, less educated, and less trained work 
force . These are serious costs which could be 
avoided by a more gradual and balanced ap
proach to curtailing the role of government. 

Mr. MUSKIE. I see no point in further 
analysis, because I think the real issue 

raised is the one I stated at the outset of 
my remarks: senatorial behavior. We 
face a great enemy inflation. We face 
the great senatorial inclinations of the 
past to just go each Senator's way and 
the threat to budgetary discipline that 
represents. 

That is the issue. 
I reserve the remainder of my time. 
The PRESIDING OFFICER. Who 

yields time? 
The Senator from Delaware. 
Mr. ROTH. Mr. President, I yield my

self 4 minutes. 
First, let me say to the distinguished 

chairman and ranking member of the 
Committee on the Budget that no one 
appreciates better than I the difficult role 
that they have played. I congratulate 
them for the leadership that they have 
provided in the budget process. 

I can only speak for one Senator, but I 
point out that I have continually at
tempted to hold down Federal spending 
by my vote. I think I am one of only two 
Senators to have gone to the Budget 
Committee and spell out in detail, early 
in the year, where I think spending re
straints can be made. I have offered, on 
the Senate floor, proposal after proposal 
to do so. The mere fact that we have not 
succeeded in doing so does not mean that 
those of us who believe that this country 
should move in a different direction do 
not have a responsibility to provide an 
alternative budget. 

Our spending restraint proposals 
merely restrain the growth of spending, 
rather than actually cutting spending. 
Total spending would still grow nearly 
$30 billion. A large port~on of our spend
ing savings can be achieved by reducing 
the need for welfare and unemployment 
spending. A tax cut will expand the econ
omy, save jobs, and reduce the need to 
spend billions on these welfare programs. 
Let me state clearly our amendment 
would not reduce any social security pro
grams or benefits for senior citizens. Our 
amendment seeks to reduce waste in the 
budget, not vital programs. 

Mr. President, I feel very strongly that 
this country does have to change its di
rection. I feel very strongly that we need 
to develop a new, cohesive economic 
policy for the 1980's. Today, we are fac
ing a disintegrating economy, with 
higher inflation, interest rates moving 
up, and with the economy moving down. 
I think it is about time that Congress 
and the Senate provided some leader
ship in getting this economy growing 
once again. 

I know and appreciate the problems 
of getting spending restraints. But this 
Congress or some Congress in the future 
is going to have to set some new priori
ties. I am saying that the way to bal
ance the budget is not on the back of 
the American taxpayers. I am saying 
that the way to break inflation is not 
by throwing millions of people out of 
work. If Republicans had proposed that 
a few years ago, we would have been 
laughed off the scene. 

Now, whether a supplyside economy is 
new or not, I shall not argue with my 
distinguished chairman. I am saying that 
there is a growing consensus among lib
erals and conservatives, both in and out 
of Government, that it is essential that 

we take the steps now that will lead to 
real growth in productivity in the 
future. 

I am not saying that what we are 
proposing today is going to correct all 
the problems overnight. I am saying that 
if we just continue in the way of the 
past, we shall be on the same roller
coaster next year and we shall hear the 
same arguments that we have heard 
this year and we heard last year and we 
heard the year before: We cannot cut 
spending programs because it is some
body's sacred cow. 

What I am saying is, let us show some 
restraint on the part of Government, just 
as we are asking from the private side, 
so that we can improve savings, so we 
can improve production, so that we can 
have an economy that is moving upward, 
so that there is more money available 
to attack these serious problems in the 
public sector. 

Mr. President, we have a chance to 
show that the Senate can lead. It can 
do so by showing some restraint on 
spending, so that we can make a signifi
cant contribution in tax cuts. I want to 
point out very clearly to the Senators 
that we are not saying what the tax cut 
mix should be. We leave that for future 
determination by the appropriate com
mittees and the Congress itself. What we 
are asking is that we seize this oppor
tunity and show that the Senate can 
lead rather than follow. 

Mr. HARRY F. BYRD, JR. Will the 
Senator from Delaware yield for a ques
tion? 

Mr. ROTH. I am happy to yield for a 
question. 

Mr. HARRY F. BYRD, JR. The Sena
tor from Virginia is not inclined to sup
port a general tax reduction unless that 
tax reduction is accompanied by a cor
responding reduction in Federal spend
ing. Does the amendment offered by the 
Senator from Delaware provide for are
duction in spending which equals or ex
ceeds the reduction in taxes? 

Mr. ROTH. It does indeed, I say to 
the distinguished Senator from Virginia. 
In fact, our amendment will result in a 
smaller deficit than we now have as a 
result of yesterday's action. We would 
reduce the deficit by $4 billion. 

What we are saying is that we should 
use spending restraints, dollar by dollar, 
if you want to call it that, so that we 
can enact the tax cuts. Next year, under 
our proposal, I say to the distinguished 
Senator from Virginia, who has been such 
a leader in trying to hold down Federal 
spending, we would have a balanced 
budget, plus we provide for a $15 billion 
tax cut in fiscal 1980, $35 billion in 1981, 
and $75 billion in 1982, with a balanced 
budget in 1981 and a $10 billion surplus 
the following year. 

Mr. HARRY F. BYRD, JR. The Sena
tor from Virginia feels that total Federal 
spending is too great. The Senator from 
Virginia feels that the total amount of 
Federal spending should be reduced. As I 
understand the amendment offered by 
the Senator from Delaware, there would 
be a reduction in total Federal spending? 

Mr. ROTH. The Senator is perfectly 
correct. 

Mr. HARRY F. BYRD, JR. Simul
taneously with that, there would be a 
reduction in taxes, but the reduction in 
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taxes would not exceed and, in fact, would 
fall below the reduction in spending. 

Mr. ROTH. That is correct. 
Mr. HARRY F. BYRD, JR. As a result 

of that, if I read the figures correctly, 
and the Senator from Delaware I believe 
just stated, that there would be a smaller 
deficit in fiscal 1980. To state it another 
way Federal spending would be reduced 
by $19 billion, taxes would be reduced $15 
billion-and the deficit would be $27 bil
lion instead of $31 billion. 

Mr. ROTH. That is correct. 
Mr. HARRY F. BYRD, JR. I thank the 

Senator from Delaware. 
The PRESIDING OFFICER. Who 

yields time? 
Mr. MUSKIE. I yield myself 2 minutes. 

I would. like to respond to the colloquy 
which has just been held. 

May I say to my good friend, it is one 
thing to stand here on the ftoor and call 
for a cut in spending in order to make the 
record look good and another to propose 
a cut that is realistic. 

The cut proposed here, as I indicated 
earlier, is just not achievable politically. 
On a piece of paper, yes. 

What is being requested here is cuts of 
$16.1 billion, all in domestic programs, in 
addition to the $3.6 billion the Senate 
ordered yesterday. That is $20 billion. 

Mr. President, I ask unanimous con
sent to have printed in the RECORD a table 
of the functions of the budget which 
would be impacted and the amounts, in
sofar as we can identify them under the 
Roth amendment, which is not alto
gether clear, which would be impacted 
under the Roth amendment. 

There being no objection, the table was 
ordered to be printed in the RECORD, as 
follows: 

ROTH- DANFORTH AMENDMENT OUTLAY CHANGES BY 
FUNCTION 

[In billions of dollars, from second budget resolution) 

Fiscal year-

Function 1980 1981 1982 

050 Defense_________ ____________ __ 3. 2 7. 3 14.4 
150 International affairs_____________ - . 8 -1.1 0 
250 Science and space ______________ -.3 -.3 -.3 
270 Energy________________________ 0 0 0 
300 Natural resources_____ ______ __ __ - . 3 - . 2 0 
350 Agriculture_______________ __ ____ -. 1 -. 5 -. 5 
370 Commerce and hous ing cred it_ ___ 0 -. 3 -. 4 
400 Transportation ___ ______________ 0 - . 2 -. 7 
450 Communitydevelopment_ _______ -.9 -.9 -1.2 
500 Education and training _________ _ -2.4 -2. 3 0 
550 Health ___ __ ____________________ -1.4 -2.3 -2.8 
600 Income secu rity ________________ -6. 9 -9.8 -6.0 
700 Veterans_______________________ 0 0 0 
750 Justice ____ __ ____________ ____ __ 0 -.1 0 
800 General government_________ ___ _ -. 1 -. 2 -. 4 
850 General fiscal assistance _________ -. 8 0 0 
900 Interest_ ____ __________________ -1.1 -1.9 -1.3 
920 Allowances _____ __ ____________ --< -4. 2)( -4. 2) 

0
(•) 

950 Offsetting receipts_ __ ___________ 0 0 

Total cut__ ___________ ________ -16. 4 -17.0 + 8 

Mr. MUSKIE. Mr. President, it would 
require, among other things, a reduction 
of $2.4 billion above that already in the 
reconciliation instruction in education, 
requiring changes in law. 

It would require a reduction of $1.4 
billion in health, requiring a change in 
law. 

A reduction of $6.9 billion in income 
security, including social security, re
quiring a change in law. 

The reconciliation instruction that the 
Senate directed yesterday modified the 

instruction to the Finance Committee by 
$300 million, because the chairman of 
the Finance Committee said $300 million 
in savings in social security was not 
achievable in the Finance Committee, of 
which the Senator from Virginia is a 
member. 

Now to order an additional cut of $6.9 
billion and seriously tell the country, with 
serious faces, that that is achievable? 

We will vote for a tax cut because the 
amendment provides for a cut in 
spending? 

Mr. President, I mean, how much 
cynicism can we bring to the legislative 
process and maintain the integrity of this 
political institution? 

The American people are sick and 
tired of being fooled by politicians who 
tell them one thing and act another 
way-and I do not direct that comment 
to the sponsors of this amendment, I am 
directing it to this institution-and if we 
are going to try to go to the people as a 
result of today's activities, promising a 
reduction in the deficit of $4 billion on 
the backs of cuts like these, we are not 
playing straight with them. 

We are not playing straight with them, 
and I will be willing to wager $100 to $1 
that if the Senate adopts this amend
ment, the outlay cuts promised will not 
be achieved in this Congress-$100 to 
$!-because I know the formidable oppo
sition such a proposal would face in the 
House-Senate conference and on the 
House ftoor, let alone the resistance it 
would run into around the country, once 
the full implications of what is proposed 
are made known to senior citizens, to 
people dependent on Government health 
programs, to schoolchildren, and the 
like. 

All they are proposing is to transfer 
these resources from the beneficiaries
and I mean the real beneficiaries, not 
the deadbeats, the real beneficiaries of 
these programs-to taxpayers in the 
form of tax relief, and they are not the 
same people. 

To tell me that is a realistic proposal 
in response to the question of the Sen
ator from Virginia to justify a tax cut, 
to me, that is the height of political 
cynicism. 

Mr. President, I reserve the remainder 
of my time. 

Mr. DANFORTH. Will the Senator 
from Delaware yield me 1 minute? 

Mr. ROTH. Yes. 
Mr. DANFORTH. Mr. President, the 

question is not whether or not we will 
have a tax cut. 

The question is how .fast our Federal 
tax is going to be increased on the Amer
ican people. 

Are we going to increase taxes as pro
posed by the present form of the budget 
resolution--

Mr. MUSKIE. Will the Senator yield 
on my time? 

Mr. DANFORTH. Of course. 
Mr. MUSKIE. This resolution proposes 

a $55 billion tax cut in fiscal 1982. 
Now, one can raise any questions he 

wants to about the feasibility of that, as 
I have about an outlay cut this year, but 
at least the resolution includes that, and 
I have not heard that mentioned in 
debate on this amendment up to this 
point. 

Mr. DANFORTH. Mr. President, taxes 
go up under the present state of the law 
without any act of Congress. 

Mr. MUSKIE. I understand. 
Mr. DANFORTH. Taxes go up at a 

rate faster than inftation, social secu
rity taxes go up, the windfall profits tax 
is a tax which is going up, Federal tax 
revenues are going up, Federal tax reve
nues are going up every year. 

Federal tax revenue is a percentage of 
gross national product and is going up 
every year. 

Federal taxes will go up in 1980 and 
will go up again in 1981, even under the 
terms of the Roth amendment. There is 
no question that Federal taxes are going 
up. The only question--

The PRESIDING OFFICER. The 
Senator's time has expired. 

Mr. DANFORTH. One minute more? 
Mr. ROTH. Yes. 
Mr. DANFORTH. The only question is 

how fast are they going up, how far are 
they going up? 

I would just say in conclusion that 
one point that has really been missed, 
I think, in the press and the country as 
a whole, is that over and above any 
windfall profits tax, there is going to be 
a substantial increase in Federal tax 
revenue as a result of the decontrol of 
oil, depending on economic assumptions, 
the estimates are all over the place, but 
a minimum of $145 billion, which is a 
little bit over the President's total energy 
package, up to a maximum cf $480 bil
lion over a 10-year period of time as a 
result of decontrol. 

So we are looking at, probably, in the 
ballpark of about $100 billion over this 
10-year period of time of extra tax rev
enue over and above the normal in
creases we have had in the past. 

The PRESIDING OFFICER. The Sen
ator's additional minute has expired. 

Mr. MUSKIE. I yield myself 1 minute. 
Of course, taxes are going up under 

the pressure of inftation. The Senator 
from Missouri tells me nothing new, does 
not tell the country anything new, does 
not tell the Senate anything new. 

But he does not recognize, in the state
ment he has made, that the cost of living 
for social security recipients goes up, 
too. He would like the country to believe 
that we can cut taxes and still meet the 
rising cost of living of the senior citizen, 
because he proposes cutting $6.9 billion 
as though inftation has no impact on the 
costs of these programs. 

I mean, let us give both sides of the 
story. 

The only answer to this is to control 
inftation. That is the fight I have been 
waging for 2 days on this ftoor without 
much visible effect. 

So, if we want to eliminate the force 
that is sending taxes up and also the 
force that is sending up costs to those 
on Government programs like social se
curity and others, as well as costs to the 
Government itself, get at inftation, and 
do not come here promising a tax cut in 
the name of inftation, while cutting ben
efits programs like social security as 
though inftation did not exist. 

This is what I call the height of polit
ical cynicism. 

Mr. DANFORTH. Mr. President, if I 
might have 15 seconds, I am all for fight-
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ing inflation by reducing the deficit. The 
Roth amendment would reduce the def
icit below what it would be under the 
present version of this resolution. 

Mr. BELLMON. Mr. President, will the 
Senator yield me 2 minutes? 

Mr. MUSKIE. I yield. 
Mr. BELLMON. Mr. President, I believe 

that Senator RoTH and Senator DAN
FORTH provide a service to the Senate by 
offering this option. I would like to be
lieve that it is politically possible to do 
what they suggest, but my experience is 
that this is not the case. 

What is certain to happen is what 
the chairman of the Budget Committee, 
Senator MusKIE, has pointed out: If we 
undertake to adopt this amendment, 
which in effect is another massive rec
onciliation instruction, we simply are 
kidding ourselves, because it never will 
happen. 

What is most likely to happen is that 
we will get a tax cut and we will get 
an enormous increase in our deficit o.f 
somewhere around $40 billion or $50 bil
lion, and the cuts in spending will never 
take place. The result of this amendment 
would be enormously increased infla
tionary pressures. 

Therefore, I am convinced that the 
only responsible course that Congress 
can take to get our budget in balance 
and to get that inflationary pressure re
duced is to stay on the course that is set 
in this resolution, which puts us in bal
ance in 1981, with a small surplus, and 
provides room in 1982 for a large sur
plus, which makes a tax cut of signifi
cant proportions possible, without add
ing to inflationary pressures. 

Attractive as the idea is which is 
brought to us by Senator RoTH and Sen
ator DANFORTH, the fact is that it is po
litically impractical, and I believe the 
Senate has no choice but to reject it. 

I say to my two friends on this side 
of the aisle that the budget resolution 
we have before us represents responsible 
fiscal policy and that we would make 
a serious mistake if we departed from 
it. Thereifore, I must oppose the amend
ment. 
• Mr. HART. Mr. President, at this time 
I would like to offer my views on the pro
posal by Senator RoTH to the second 
budget resolution. Senator RoTH pro
posed to cut outlays by $17 billion in 
1980, $19 billion in 1981, and $3.8 billion 
in 1982. Coupled with these spending 
reductions would be an immediate tax 
reduction of at least $30 billion. As I 
understand it, this proposal would re
sult in a budget deficit in 1980 of about 
$26 to $28 billion and no deficit in 1981. 

I basically agree with the direction 
Senator RoTH wants the budget to go. 
As my colleagues will remember, last fall 
and again this spring I proposed an 
amendment to reduce the rate of Federal 
spending, coupled with tax cuts designed 
to achieve budget balance in 1981. This 
proposal has now been integrated into 
the Senate budget resolution which plans 
for budgetary balance in 1981 and signif
icant tax cuts thereafter. These tax cuts 
are achievable because of the planned 
reductions in the rate of Federal spend
ing. I oppose Senator RoTH's plan, be-
cause of the severity of the cuts that 
would be required to allow tax cuts and 

budgetary balance in 1981. In particular, 
Senator RoTH would propose severe cuts 
in health of $3.3 billion, severe cuts in 
income security of $7 billion, and severe 
cuts in employment and training of $3.1 
billion. I do not believe cuts of this mag
nitude can be made without significantly 
hurting people who are in need of Fed
eral assistance. While I am committed to 
a balanced budget in 1981, I am also 
committed to the maintenance of Fed
eral programs that are necessary for the 
health, welfare, and security of our 
citizens.• 

The PRESIDING OFFICER. Who 
yields time? 

Mr. MUSKIE. Mr. President, I am will
ing to yield back the remainder of my 
time. 

Mr. ROTH. I yield back the remainder 
of my time. 

The PRESIDING OFFICER. All time 
have been yielded back--

Mr. MUSKIE. Mr. President, I with
hold that. 

How much time do I have remaining? 
The PRESIDING OFFICER. The Sen

ator from Maine has 6 minutes and 10 
seconds. 

Mr. ROTH. Mr. President, if the 
Senator from Maine is not yielding back 
his time, I will retain my time. How 
much time do I have? 

The PRESIDING OFFICER. The Sen
ator from Delaware has 17 seconds. 

Mr. MUSKIE. Mr. President, I yield 
the majority leader such time as he may 
need. 

Mr. ROBERT C. BYRD. Mr. Presi~ 
dent, I support the responsible position 
of fiscal moderation which has been 
recommended by the Committee on the 
Budget. The committee, after extensive 
analysis of this question, decided that 
the most important problem facing this 
country is inflation. It adopted a budget 
which is aimed at fighting this prob
lem-a budget of restraint and fiscal 
integrity. 

At this time, it is my belief that tax 
cuts without offsetting spending cuts run 
the dangerous risk of fanning the flames 
of inflation. We have a moral obligation 
to squeeze this inflation from the econ
omy before its rampant growth throws 
us into true economic turmoil. 

I respect the argument made by some 
that we need to "stimulate" our way out 
of a recession. But it is not clear to me, 
nor is there a consensus among econ
omists, that the economy will not correct 
itself without budget-busting tactics. 

Unless we receive a clearer signal that 
a stimulative budget is appropriate and 
necessary, we must continue our pres
ent course of fiscal restraint. If we are 
not careful, we can talk our way into a 
recession. 

Those who urge tax cuts accompanied 
by offsetting spending cuts have a re
sponsibility to explain to the American 
people specifically which programs they 
expect to cut. Mr. President, the pro
ponents of the pending amendment have 
failed to provide the specifics as to where 
savings can reasonably be achieved. 

I want to cut spending. The Senate 
Budget Committee wants to cut spend
ing, but like the committee, I want to 
know specifically which programs are 
going to be pared. Realistically, where do 

we get the money to fund a tax cut with
out adding to the deficit? 

I do not feel we have a satisfactory an
swer to this question. 

I therefore urge my colleagues to re
ject the pending amendment and to sup
port the responsible position advocated 
by the Budget Committee. 

Mr. MUSKIE. I thank the majority 
leader. 

Mr. President, I yield back the re
mainder of my time. 

Mr. ROTH. I yield back the remainder 
of my time. 

The PRESIDING OFFICER. All time 
having been yielded back, the question is 
on agreeing to the amendment. On this 
question the yeas and nays have been 
ordered, and the clerk will call the roll. 

The assistant legislative clerk called 
the roll. 

Mr. CRANSTON. I announce that the 
Senator from South Dakota <Mr. 
McGovERN) is necessarily absent. 

Mr. STEVENS. I announce that the 
Senator from Texas <Mr. TowER) is 
necessarily absent. 

I also announce that the Senator from 
Vermont <Mr. STAFFORD) is absent on of
ficial business. 

On this vote, the Senator from Texas 
(Mr. TowER) is paired with the Senator 
from Vermont <Mr. STAFFORD). 

If present and voting, the Senator 
from Texas would vote "yea'' and the 
Senator from Vermont would vote "nay." 

The PRESIDING OFFICER CMr. 
DECONCINI). Are there any other Sen
ators in the Chamber wishing to vote 
who have not done so? 

The result was announced-yeas 36, 
nays 61, as follows: 

[Rollcall Vote No. 295 Leg.) 

YEAS-36 
Armstrong 
Baker 
Bentsen 
Boren 
Boschwitz 
Byrd, 

Harry F., Jr. 
Cochran 
Cohen 
Danforth 
Dole 
Domenicl 
Duren berger 

Garn 
Hatch 
Hayakawa 
Helms 
Humphrey 
Jepsen 
Kassebaum 
Laxalt 
Lugar 
McClure 
Nunn 
Packwood 
Percy 

NAYS-61 
Baucus Gravel 
Bayh Hart 
Bellman Hatfield 
Eiden Heflin 
Bradley Heinz 
Bumpers Hollings 
Burdick Huddleston 
Byrd, Robert c. Inouye 
Cannon Jackson 
Chafee Javits 
Chiles Johnston 
Church Kennedy 
Cranston Leahy 
Cui ver Levin 
DeConcini Long 
Durkin Magnuson 
Eagleton Mathias 
E'<on Matsunaga 
Ford Melcher 
Glenn Metz,enbaum 
Goldwater Morgan 

Pressler 
Proxmire 
Roth 
Schmitt 
Schweiker 
Simpson 
Stevens 
Thurmond 
Wallop 
Warner 
Zorinsky 

Moynihan 
Muskie 
Nelson 
Pell 
Pryor 
Randolph 
Ribicoff 
Riegle 
Sarbanes 
8asser 
Stennis 
Stevenson 
Stewart 
Stone 
Talmadge 
Tsongas 
Weicker 
Williams 
Young 

NOT VOTING-3 
McGovern Stafford Tower 

So the Roth-Danforth amendment 
<No. 445), as modified, was rejected. 

The PRESIDING OFFICER (Mr. DE
CoNciNI). The Senate will be in order. 
The bill is open to further amendment. 
Are there further amendments? 
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(Purpose: To reduce spending and taxes) 

Mr. ARMSTRONG. Mr. President, I 
send to the desk an amendment and ask 
for its immediate consideration. 

The PRESIDING OFFICER. The Sen
ate will be in order. Senators will please 
take their seats, so that the Senator from 
Colorado may be heard. 

The amendment will be stated. 
The assistant legislative clerk read as 

follows: 
The Senator from Colorado (Mr. ARM

STRONG), for himself, Mr. DOMENICI, Mr. 
BOSCHWITZ, Mr. COCHRAN, Mr. DANFORTH, 
Mr. GARN , Mr. GOLDWATER, Mr. HATCH, Mr. 
HAYAKAWA, Mr. HUMPHREY, Mr. McCLURE, 
Mr. RoTH, and Mr. SIMPSON, proposes an un
printed amendment numbered 563. 

Mr. ARMSTRONG. Mr. President, I 
a.sk unanimous consent that further 
reading of the amendment be dispensed 
with. 

The PRESIDING OFFICER. Without 
objection, it is so ordered. 

The amendment is as follows: 
On page 5, strike out all the figures in sec

tion 2 of the Muskie substitute and insert in 
lieu thereof the following: 

(a) the recommended level of Federal reve-
nues is as follows: 

Fiscal year 1980: $500,900,000,000; 
Fiscal year 1981: $582,200,000,000; 
Fiscal year 1982: $658,400,000,000; 

and the amount by which the aggregate 
levels of Federal revenues should be increased 
or decreased is as follows: 

Fiscal year 1980: $11,500,000,000; 
Fiscal year 1981: $14,500,000,000; 
Fiscal year 1982: $38,700,000,000; 
(b) the appropriate level of total new 

budget authority is as follows: 
Fiscal year 1!~80: $614,060,000,000; 
Fiscal year 1981 : $633,600,000,000; 
Fiscal year 1982: $721,500,000,000; 
(c) the appropriate level of total budget 

outlays is as follows: 
Fiscal year 1980 : $529,300,000,000; 
Fiscal year 1981: $578,000,000,000; 
Fiscal year 1982: $631,800,000,000; 
(d) the amount of the deficit or surplus 

in the budget which is appropriate in the 
light of economic conditions and all other 
relevant factors is as follows: 

Fiscal year 1980: -$28,000,000,000; 
Fiscal year 1981: $0; + $3,600,000,000. 
Fiscal year 1982: + $24,600 ,000,000; 
(e) the appropriate level of the public 

debt is as follows: 
Fiscal year 1980 : $887,400,000,000; 
Fiscal year 1981: $906,200,000,000; 
Fiscal year 1982: $921 ,400,000,000; 

the amount by which the temporary stat
utory limit on such debt should be accord
ingly increased is as follows: 

Fiscal year 1980: $57,400,000 ,000; 
Fiscal year 1981: $76 ,200,000,000; 
Fiscal year 1982 : $91 ,400,000,000. 
On page 6, strike all the figures in section 

3 of the Muskie substitute and insert the 
following : 

(a) National Defense (050): 
Fiscal year 1980: 
(A) New budget authority, $141 ,200,000,-

000; 
(B) Outlays, $130,600 ,000,000. 
Fiscal year 1981: 
{A) Nzw budget authority, $159,800 ,000,-

000; 
{B ) Outlays, $145 ,600,000,000 . 
Fiscal year 1982: 
(A) New budget authority, $180,400,000 ,-

000; 
(B) Outlays, $163 ,300,000,000. 
(b) International Affairs ( 150) : 
Fiscal year 1980: 

(A) New budget authority, $ 129,000,000,-
000; 

(B) Out lays, $8,100,000,000 . 
Fiscal year 1981: 
(A) New budget aut hori t y , $13 ,800 ,000,-

000; 
(B) Outlays, $8,500,000,000. 
Fiscal year 1982: 
(A) New budget authority, $14,900,000,-

000; 
(B) Outlays, $8,700,000 ,000. 
(c) General Science, Space, and Tech

nology ( 250 ) : 
Fiscal year 1980: 
(A) New budget authority, $5,700 ,000,-

000; 
(B) Outlays, $5,600 ,000,000 . 
Fiscal year 1981: 
(A) New budget authority , $5,800 ,000,-

000; 
(B ) Outlays, $5,700 ,000,000. 
Fiscal year 1982: 
(A) New budget authority, $5,600,000,-

000; 
(B) Outlays , $5 ,700,000 ,000. 
(d) Energy (270): 
Fiscal year 1980: 
(A) New budget authority, $41 ,000,000, -

000; 
(B) Outlays, $7,000,000,000 . 
Fiscal year 1981: 
(A) New budget authority, $4,700,000,-

000; 
(B) Outlays, $7,600,000,000. 
Fiscal year 1982: 
(A) New budget authority , $24,200 ,000,-

000; 
(B) Outlays, $9,500,000,000. 
(e ) Natural Resources and Environment 

(300): 
Fiscal year 1980: 
(A) New budget authority, $12,160,000,-

000; 
(B) Outlays, $11 ,800,000 ,000. 
Fiscal year 1981: 
(A) New budget authorit y , $13,400,000,·· 

000; 
(B ) Outlays, $12 ,700,000 ,000. 
Fiscal year 1982: 
(A) New budget authority, $14,100,000,000; 
(B) Outlays, $13 ,500,000,000. 
(f) Agriculture (350) : 
Fiscal year 1980: 
(A) New budget authority, $5,000,000,000; 
(B) Outlays, $2,600,000,000. 
Fiscal year 1981: 
(A) New budget authority, $4,800,000 ,000; 
(B) Outlays, $3 ,200,000,000. 
Fiscal year 1982: 
(A) New budget authority, $3,900,000,000; 
(B) Outlays, $3,600 ,000,000. 
(g) Commerce and Housing Credit (370): 
Fiscal year 1980: 
(A) New budget authority, $6,800,000,000; 
(B) Outlays, $3,000,000,000. 
Fiscal year 1981: 
(A) New budget authority, $5,900,000,000; 
(B) Outlays, $3,500,000,000. 
Fiscal year 1982: 
(A) New budget authority, $6,200,000,000; 
(B) Outlays, $3,200,000,000. 
(h) Transportation (400): 
Fiscal year 1980: 
(A) New budget authority, $18,600,000,000; 
(B) Outlays, $17,600,000,000. 
Fiscal year 1981: 
(A) New budget authority, $20,800,000,000; 
(B) Outlays, $18,800,000,000. 
Fiscal year 1982: 
(A) New budget authority, $20,400,000,000; 
(B) Outlays, $20,800,000,000. 
(i) Community and Regional Development 

(450): 
Fiscal year 1980: 
(A) New budget authority, $8,500 ,000 ,000; 
(B) Outlays, $8,200,000,000 . 
Fiscal year 1981: 
(A) New budget authority, $9,300,000,000; 
(B) Outlays, $9 ,100,000,000. 
Fiscal year 1982: 
(A) New budget authority, $9,500,000,000; 

(B) Outlays, $9,600,000,000. 
(j) Education , Training, Employment, and 

Social Services ( 500) : 
Fiscal year 1980: 
(A) New budget authority, $26,600,000,000; 
(B) Outlays, $28,000,000 ,000. 
Fiscal year 1981: 
(A ) New budget authority, $29,200,000,000; 
(B) Outlays, $28,200,000,000. 
Fiscal year 1982: 
(A ) New budget authority, $30,300,000,000; 
(B) Outlays , $30,000,000,000. 
(k) Health (550): 
Fiscal year 1980: 
(A) New budget authority, $57 ,200 ,000,000; 
(B) Outlays, $52 ,700 ,000,000. 
Fiscal year 1981: 
(A) New budget authority, $68,300,000,000; 
(B) Outlays, $59 ,200,000,000. 
Fiscal year 1982: 
(A) New budget aut hority, $82,100,000,000; 
(B) Outlays, $68,100,000,000. 
(1) Income Security (600) : 
Fiscal year 1980: 
(A J New budget authority, $210,600,000,-

000. 
(B) Outlays, $182,900,000,000. 
Fiscal year 1981: 
(A) New budget authority, $235,400.000,-

000; 
(B) Outlays, $204,500,000,000. 
Fiscal year 1982: 
(A) New budget authority, $272,400,000,-

000; 
(B) Outlays, $233,700,000,000. 
(m ) Veterans Benefits and Services (700) : 
Fiscal year 1980 : 
(A) New budget authority, $21 ,100,000,000; 
(B ) Outlays, $20 ,500,000,000. 
Fiscal year 1981: 
(A) New budget authority, $21 ,800 ,000,000; 
(B) Outlays, $21 ,300 ,000,000 . 
Fiscal year 1982: 
(A) New budget authority, $22,400,000,000; 
(B) Outlays, $22 ,300,000,000. 
(n) Administration of Justice (750): 
Fiscal year 1980: 
{A) New budget authority, $3 ,800,000,000; 
(B ) Out lays , $4,300,000,000. 
Fiscal year 1981 : 
(A) New budget authority , $4 ,000,000,000; 
(B ) Outlays, $4 ,200,000,000. 
Fiscal year 1982: 
(A) New budget authority, $4,500,000,000; 
(B ) Outlays, $4,500,000,000. 
(o ) General Government (800) : 
Fiscal year 1980: 
(A) New budget authority, $4,200 ,000,000; 
(B) Outlays, $4,000,000,000. 
Fiscal year 1981: 
(A) New budget authority, $4,600,000,000; 
(B ) Outlays, $4,500,000 ,000. 
Fiscal year 1982: 
(A) New budget authority, $4,900 ,000,000; 
(B) Outlays, $4,600,000,000. 
(p ) General Purpose Fiscal Assistance 

(850): 
Fiscal year 1980 : 
(A) New budget authority, $9,400,000,000; 
(B ) Outlaya, $9.400 ,000,000. 
Fiscal year 1981: 
(A) New budget authority, $8 ,400,000 ,000 ; 
(B ) Outlays. $8.800,000,000. 
Fiscal year 1982: 
( A) New budget authority, $8.200 .000,000: 
(B) Outlays, $8 .200,000 ,000. 
( a) Interest (900): 
Fiscal year 1980: 
(A) New budget authority, $58,100,000,000; 
(B) Outlays. $58,100,000,000. 
Fiscal year 1981: 
(A) New budget authority, $60 .900 .000,-

000; 
(B) Outlays, $n0 ,900 ,000,000. 
Fiscal year 1982: 
( A ) New budget authority. $62.300.000.000: 
(B) Outlays, $62.300,000,000. 
(r ) Allowances (920) : 
Fiscal year 1980: 
(A) New budget authority, -$6,500,000,-

000; 
(B) Outlays, -$5,000,000,000. 
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Fiscal year 1981: 
(A) New budget authority, -$5,500,000,-

000; 
(B) Outlays, -$5,000,000,000. 
Fiscal year 1982: 
(A) New budget authority, $0; 
(B) Outlays, $0. 
(s) Undistributed Offsetting Receipts 

(950): 
Fiscal year 1980: 
(A) New budget authority, -$19,700,000,-

000; 
(B) Outlays, -$19,700,000,000. 
Fiscal year 1981: 
(A) New budget authority, -$21,500,000,-

000; 
(B) Outlays, -$21,500,000,000. 
Fiscal year 1982: 
(A) New budget authority, -$23,900,000,-

000; 
(B) Outlays, -$23,900,000,000. 

Mr. ARMSTRONG. Mr. President, may 
we have order in the Senate, please? 

The PRESIDING OFFICER. The Sen
ate will be in order. 

The Senator from Colorado. 
Mr. ARMSTRONG. Mr. President, one 

of the most interesting and meaningful 
legislative experiences that I have had 
has been the opportunity to serve the 
last 8 months as a member of the Sen
ate Budget Committee. 

Mr. DOMENICI. Mr. President, may 
we have order? 

The PRESIDING OFFICER. The Sen
ate will be in order. 

The Senator from Colorado may pro
ceed. 

Mr. ARMSTRONG. On many occa
sions, I have had reason to complain of 
various aspects of the legislative process 
and about the political process, but I 
must say that the Budget Committee has 
approached its work in preparing the 
first and second concurrent resolutions 
on the budget with a degree of serious
ness and with an attitude which I think 
is commendable, and I really wish that 
some of our constituents at home could 
see how this has been handled. I think 
they would find it a source of reassur
ance. 

I particularly, before discussing the 
amendment I am about to present, would 
take a moment to express my respect and 
admiration for the chairman of the 
committee, the distinguished Senator 
from Maine <Mr. MusKIE), and to thank 
him not only for the standard of excel
lence which he has set for the commit
tee, but also especially to thank him for 
the courtesy with which he has dealt 
with all of the minority members, and 
his fairness and evenhandedness in 
handling the work of the committee. 

The PRESIDING OFFICER. The Sen
ate will be in order. The Senator from 
Colorado will please suspend until order 
is restored. If Senators wish to carry on 
conversations, they will please go out 
into the hall or the cloakroom. The Sen
ator is entitled to be heard. 

The Senator from Colorado. 
Mr. ARMSTRONG. To continue, Mr. 

President, it is a very easy thing to be 
courteous to those with whom you are 
in full agreement, but I especially com
pliment the chairman of the Budget 
Committee for, on a number of occa
sions when it has been my duty as I saw 
it to offer amendments which were in 
disagreement with the positions he was 
taking in committee and on the floor, the 

fairness with which he has heard my po
sition, and his good humor on those oc
casions. 

I also compliment the ranking Repub
lican member of the committee (Mr. 
BELLMON), who has given those of us of 
the minority party the strongest and 
best possible leadership for which not 
only all the members of the minority are 
indebted to him, but I think everyone 
in this Chamber owes the Senator from 
Oklahoma a debt of gratitude. 

Having said that, if the issue were 
merely one of admiration for the chair
man and for the ranking minority mem
ber of the committee, I would not be 
here to offer this amendment to the res
olution which they are bringing us, or if 
this were merely a desire to show soli
darity with other members of the com
mittee, I would be the first to close ranks, 
because I have the utmost respect and 
admiration for the members of the com
mittee. 

But in my estimation, the budget res
olution now pending before the Senate is 
seriously flawed, to the disadvantage not 
just of the committee and of the Senate, 
but to the serious disadvantage of the 
Nation, so much so that I think that I 
would be doing less than my duty if I did 
not express my concern in the most vig
orous possible terms. 

During the last several months, the 
Senate has been receiving urgent warn
ing signals from the national economy. 
Inflation is exceeding earlier estimates, 
prices are rising faster than at any time 
in the last 30 years, unemployment is 
rising, productivity is declining, and a 
recession is well underway. 

Unfortunately, however, the Budget 
Committee does not seem to be paying 
attention, or at least let me say that 
those concerns are not addressed in the 
budget resolution which is now before us. 
The recommendations of the committee 
reflect little or no change from the earli
er budget recommendation, despite a 
drastic change in the underlying eco
nomic conditions in the Nation. 

The consumer price index rose at a 
seasonally adjusted annual rate of 12.7 
percent during June, according to the 
Bureau of Labor Statistics. The June fig
ures are the last in a long and tragic 
climb of inflation and tendency. The 
compounded rate for the second quarter 
of this year is 13.4 percent, compared 
with a rate of 10.9 percent for the prior 
12 months. Obviously the rate of infla
tion is increasing. 

The GNP price deflator, another meas
ure of inflation, shows a similar upward 
trend. On August 2, the very day that the 
Senate Budget Committee ordered the 
second budget resolution reported with 
a deficit that is $5 billion larger than that 
contained in the first budget resolution, 
the Washington Post reported that a new 
economic forecast by the administration 
shows that inflation and recession are 
likely to be significantly worse than had 
been predicted just 30 days before. The 
forecast said the economy's output will 
decline this year by a sharper 1.4 per
cent, rather than a milder 0.5 percent 
earlier forecast. According to the report, 
inflation will average 11 percent during 
the fourth quarter of the year, and then 
ease down to 9 percent in 1980, rather 

than the 9.8 percent for 1979 and the 8.1 
percent for next year which the White 
House had earlier predicted. 

Unemployment is also, according to 
this report, predicted to rise. And now, 
just 6 weeks later, even those pessimistic 
predictions seem to be growing worse. 

Unfortunately, the Senate Budget 
Committee's response has been surpris
ingly nonchalant under the circum
stances. It seems to me it would have 
been logical if the committee had 
brought to the floor a package of recom
mendations aimed at restraining spend
ing in order to control inflation, and to 
accommodate a supply side tax cut, 
which many economists feel is essential 
to spur capital investment and other 
business activities leading to the creation 
of new jobs, and thereby at least to mod
erate the recession before additional mil
lions of working men and women are 
thrown out of work. 

Regrettably, however, the committee 
has followed more a business-as-usual 
approach, and instead of finding means 
to restrain spending, the committee has 
recommended additional spending above 
the level approved earlier this year, with 
still higher deficits, as we talked about 
previously; and instead of providing for 
a tax cut, which I believe to be economi
cally sound and which, in the opinion of 
a growing consensus, is politically in
evitable in 1980, the committee has con
tinued to provide for more spending and 
thereby made it even more difficult to 
cut taxes. 

In my opinion, a wiser course would 
have been for the committee to carefully 
examine the budget, function by func
tion, and find ways where programs 
could be curtailed, where programs al
ready scheduled to be phased out can be 
phased out more rapidly, and to see 
where reasonable reductions could be 
made. In other words, if the committee 
had gone through the budget, it could 
have, I believe, made the savings neces
sary to preserve a balanced budget for 
1981, to hold the line in 1980, and to ac
commodate a tax cut. 

The amendment which my colleagues 
and I, particularly the Senator from New 
Mexico and I and several other members 
of the committee and of the Senate, have 
offered does precisely that. In summary, 
the pending amendment first accommo
dates the defense increases adopted yes
terday by the Senate; second, it cuts 
total outlays in the resolution for fiscal 
year 1980 by $16.8 billion; third, it cuts 
total outlays for fiscal year 1981 by $17.1 
billion; fourth, it permits tax cuts in 
both calendar years 1980 and 1981, for a 
total of $51.7 billion in tax cuts during 
the biennium; and fifth, it balances the 
budget. 

The need for this, it seems to me, is 
very clear. Inflation has pushed the tax
payers into higher and higher brackets. 
Americans have seen their total tax bill 
triple in the last decade, and a typical 
family today pays more in taxes than it 
pays for food, clothing, shelter, or the 
combination of all of those components 
of the cost of living. 

During the consideration of the pre
vious amendment offered by Senator 
ROTH and Senator DANFORTH, We had a 
full discussion of the implications of a 
tax cut; and I believe the need for a tax 
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cut on macroeconomic grounds is well 
proven. 

But with the economy turning down, 
the jobless rate rising, and ir.creased 
pressure from every direction, it seems to 
me a tax cut is almost inevitable, and 
after reading the published statements 
of many Senators, I am increasingly 
convinced what whether or not you feel, 
as I do, that a tax cut is desirable, a tax 
cut is becoming increasingly likely in 
1980. 

The question then comes down to how 
we are going to finance it. Unless spend
ing is reduced, as recommended in the 
pending amendment, the only way to cut 
taxes in 1980 will be to increase the 
deficit. With inflation running at an an
nual rate of over 12 percent, when you 
think of the inflationary consequences 
of allowing the deficit to go up, I think 
that is an acceptable choice. 

The responsible course is to slow the 
rate of spending increases now to accom
modate the needed, probably inevitable, 
tax cuts of 1980 and still permit a bal
anced budget in 1981. 

Mr. President, in just a moment, I 
should like to yield to others who wish 
to speak on this subject, but I want to 
respond quickly to four questions that 
arise when you present a tax and spend
ing cut amendment of this kind. First of 
all, where will we cut? My colleague (Mr. 
DoMENrcr) and I have distributed, and I 
think there is available on every desk, a 
detailed summary of where we want to 
cut. These are not boxcar cuts or 
meat-ax cuts. These are a function-by
function, carefully worked out analysis 
of where responsible cuts can be made. 

Second, are these drastic cuts? The 
answer to that is that they are not dras
tic cuts. In fact, in all but four of the 
functions addressed in our amendment, 
while we are cutting below the recom
mended figures of the Senate Budget 
Committee, we are actually permitting 
spending that is higher than in the cur
rent fiscal year. 

In a few cases, we are cutting below 
the current year's figures. In those in
stances which are detailed in the minor
ity views of the report of the committee, 
the cuts are well justified. The cuts, in 
my judgment, are long overdue for 
policy reasons, not just as a matter of 
budgetary approach. 

Let me also respond to a question 
which someone might well ask: Where 
do these cuts come from? Are these just 
ideas that ARMSTRONG and DOMENICI and 
some others came up with? Are they off 
the wall? 

I will admit that the temptation to 
include in this proposal some pet theo
ries of my own was very strong, but I 
have restrained myself from doing that. 
What are included in this list of pro
posed reductions are primarily, almost 
exclusively, recommendations of the 
Senate Finance Committee, of the Office 
of Management and Budget, the Depart
ment of HEW, and the General Account
ing Office. In other words, these are 
well-recognized, well-documented pro
posals to cut, many of which are cuts 
that have actually been adopted by the 
Senate on one occasion or another, but 
which unfortunately have not yet been 
adopted by the House. 

Finally, a question which arises when
ever we talk about cutting taxes and 
spending: Is it politically feasible? I 
have heard it said on this amendment 
and pnor amendments, well, it sounds 
good but it is never going to happen. I 
am a lot more optimistic than that. 
I think it is going to happen. I do not 
know whether it is going to happen this 
morning. I hope so. I think it has a 
chance. I think an amendment like this 
deserves support, deserves to be brought 
to the floor, whether it is going to hap
pen or not. I think it deserves to happen. 
To take an attitude, "Well. it is just too 
tough to restrain spending, it cannot be 
done, it is not practical," overlooks our 
duty. 

I think this amendment is right. It is 
right on economical grounds and in 
terms of the kind of leadership signal it 
sends to the country. 

I think it can happen. I have noticed, 
in the last 2 months, the Senate adopt
ing amendments which would have been 
thought an impossible dream 2 years 
ago or 5 years ago. Times are changing 
in this country and this amendment is 
part of what I consider to be a very 
hopeful and constructive change. 

Mr. DOMENICI. Mr. President, will 
the Senator from Colorado yield 10 min
utes to me? 

Mr. ARMSTRONG. May I ask, Mr. 
President, how much time I have re
maining? 

The PRESIDING OFFICER. The Sen
ator from Colorado has 39 minutes. 

Mr. ARMSTRONG. Let me yield 20 
minutes to the Senator from New Mexi
co. 

Mr. DOMENICI. I thank my good 
friend. 

Mr. President, I shall yield myself 5 
minutes so I can be advised when I have 
reached that point. 

Obviously, Mr. President, I join in the 
opening comments that my good friend 
from Colorado made with reference to 
our distinguished chairman and ranl~ing 
member and the diligence with which 
the Budget Committee is attempting to 
carry out its purposes. But I think I 
would be remiss if I did not add to that 
that the Budget Committee of the U.S. 
Senate is certainly a much stronger 
place, the committee is a much stronger 
committee, and the institution called the 
Senate a stronger institution because my 
good friend from Colorado has joined 
us. 

I say to him that his work on the 
Budget Committee, whether or not the 
majority agreed, indeed was worthwhile. 
I know that he feels that he contributed 
to it. If he does not, he should. 

Having said that, Mr. President, let 
me say that the good Senator from 
Colorado (Mr. ARMSTRONG) and I, in the 
spring of this year, when this resolu
tion came to the floor, said much the 
same things we are saying today. We 
asked the Senate to do much of what we 
are asking them to do here today. We 
had to do a little bit more predicting 
than we do today, because now the facts 
have evolved and I think anyone who 
wants to read the record of the dollar
for-dollar approach that we offered in 
the spring-that is, $1 of budget cuts for 
$1 of tax cuts-will find that what we 

said was going to happen is happening, 
and now the only thing left is the fol
lowing: Will the U.S. Congress effect a 
major tax cut before the budget of 1980 
has totally reached fruition and carried 
itself out? If they are going to, then we 
have deceived the American people, be
cause we are, indeed, going to cut taxes 
and increase the deficit, but we do not 
want to do it now. We want to wait a · 
while and take it up all by itself, when 
the economy has reached a point where 
we cannot avoid it and the extent of the 
tax cut will be directly reflected in 1980 
as an increase in the deficit. 

We predicted that and said we should 
not let that happen. 

Today I am most pleased to support 
Senator ARMSTRONG in an approach 
which is basically recognizing the fact 
we are going to have significant tax cuts 
in 1980 and 1981-I will say why in a 
moment-and that if we are going to do 
that, we ought to provide for it in this 
budget, and if we are going to do that we 
ought to keep faith with what the Amer
ican people have been telling us, and that 
is to cut the budget if we are going to cut 
taxes. 

For those who say it cannot be done, 
should not be done, I submit that the de
tailed remarks and explanation of this 
proposal deserve a careful scrutiny, and 
we will find it could, indeed, be done and 
it would not hurt any American pro
gram. 

Quite to the contrary, it might help 
the one institution in this country that 
is in desperate need of assistance. That 
is the productive genius of America, all 
the way from its individuals, to its busi
ness, to its entrepreneurs. 

What is happening to this country is 
this, and I will use an analogy, that the 
American economic system is a huge, 
prolific, beautiful, golden goose that lays 
golden eggs that its people participate 
in, and it has been doing that for years. 

What is happening is that we tied the 
hands, and the feet, and the neck of this 
teautiful bird and we wonder why it is 
not producing. 

The reason it is not producing is that 
its productivity is made up of small busi
nessmen, large businesses, average 
Americans, middle-income people, hard 
working men and women. 

Mr. President, they are all beginning 
to give up because they do not believe 
their Federal Government is capable of 
controlling the Federal Government's 
vociferous appetite to take taxes and take 
resources from them and to invent new 
programs and places to throw this 
money in total disregard for the constant 
depletion of the energy of the Ameri
can people, their genius, their willing
ness to get ahead and work. 

What we are saying loud and clear 
here today is that unless that enterprise 
of our people and the energy of the en
terprise of our people is rekindled, there 
is no hope for social programs that will 
solve our problems. 

The basic system is a system of work 
and get ahead, of invest and make a 
profit. When we wilt those to the point 
they are almost neutral in this society, 
we better turn it around or we can talk 
about social programs forever and 
nothing will come of it. 
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Having said that, let me talk for a 
moment about taxation, and if we do not 
cut the taxes of the American people. 
I will read from table 1, page 145, of the 
report that accompanies the second 
concurrent resolution. Tax increases fac
ing the American people. 

Mr. President, they already feel they 
are overtaxed. I believe I have given an 
ordinary citizen's explanation of what 
our Government's budget policies and 
tax policies are doing to them. If they 
think that is the end, then let me just 
read quickly-1981, if we do not make 
some changes, social security tax in
creases $14.7 billion in the calendar year. 

Total tax increases caused by infla
tion. If we do not do anything to cut 
taxes, calendar year 1981, $47.6 billion 
increase. 

We add those two together and get 
well over $60 billion in increases to be 
imposed on the shoulders of the Ameri
can people by way of taxes. 

We are still here on the floor today 
saying the state of the economy, the 
things we know about what is happening 
in our country, do not permit us to cut 
the budget and cut taxes at the same 
time and give back to the American peo
ple some assurance that it is, indeed, 
worthwhile for them to try to get ahead. 

That is the issue. Is it worthwhile, and 
do we, as a Nation, want hardworking 
people, innovative, ingenious people who 
want to work and invest, do we want 
them to? 

One way to show support is to cut their 
taxes and change our tax policies so we 
promote what makes America grow and 
what will make that prolific economic 
machine I have just described begin once 
again to produce for all Americans. 

Mr. President, I know there are a 
number of Senators who support the 
Armstrong-Domenici approach here to
day, and I know there are many who 
support it in principle, but are concerned 
that they really cannot vote for it be
cause it is significantly different from 
the t.udget. 

Let me say this to them. This is an 
opportunity for them to tell the Budget 
Committee they want a change in Ameri
can policy. I do not think they ought to 
expect that every major change is per
ceived by committees of this Senate. I 
think Senators perceive the need for 
change from their people and from their 
country, and the vibrations that are out 
there among the average men and 
women. 

I submit that if the question were 
asked, "Yes or no, is there a need to 
change the policy of this country with 
reference to taxes and with reference to 
the growth of Federal spending?" we 
would all vote "yes." 

Well, we are offering an opportunity 
in a fairly tangible way to vote "yes" on 
the change in direction now. 

Senator ARMSTRONG has stated the 
economic facts. He has not exaggerated 
them. They call for C.rastic action. That 
is what this will permit us to vote on be
cause it will change our policy drasti
cally. 

But, Mr. President, it will not hurt 
anyone. Programs will not be seriously 
damaged, and the average American man 

and woman that we want to undertake 
to move this country ahead will, indeed, 
be affected. 

We will not affect the beneficiaries of 
the Federal programs, but we will, in
deed, positively affect those who make 
the benefits available both to themselves 
and to those in need. 

Having said that, I do not need any 
more time, and if there is any remaining 
I want to yield it back after commend
ing my good friend from Colorado for his 
effort in bringing this very significant 
opportunity to the U.S. Senate, to vote 
for a dollar of budget cuts and a dollar 
of tax cuts. 

In this case, we are saying this dollar
for-dollar approach can reasonably yield 
about $16 billion in cuts and $16 billion 
in tax relief, and then in 1981 a more 
significant tax cut. 

I urge that those concerned about the 
economy of our country support this pro
posal. 

Mr. President, I thank my good friend 
from Colorado. 

Mr. ARMSTRONG. Mr. President, I 
very much appreciate the statement of 
the Senator from New Mexico. I compli
ment him for his insight. 

I must admit to the group that the 
effort which we are undertaking today is 
really largely his initiative because he 
has been fighting that battle in the Sen
ate Budget Committee for a long time, 
and it has been an uphill fight. But I say 
to the Senator that it is a fight we are 
going to win, perhaps today. I think we 
are getting closer every day. If we do 
not win it today, it will be soon. 

I yield to the Senator from Iowa. 
Mr. JEPSEN. Mr. President, I would 

like to address the question of whether 
a tax cut next year is compatible with 
the goal of a balanced budget in 1981. 
The Senator from Maine <Mr. MusKIE) 
has been an eloquent spokesman for the 
view that we cannot cut taxes without 
jeopardizing the prospects of a balanced 
budget in fiscal 1981, as envisioned by 
this budget resolution, and that a bal
anced budget is critical to fight inflation. 

Mr. President, as a member of the 
Joint Economic Committee I have par
ticipated in numerous hearings over the 
past several months on the state of the 
U.S. economy. Unfortunately, the news 
is not good. 

Unemployment is expected to rise. 
The growth in gross national product 

and personal income is already slowing 
down. 

And every indication is that the 
economy is in the early stages of a 
recession which will hit hardest next 
year. 

Moreover, inflation is expected to con
tinue at present high rates. 

In the past, Congress has responded 
to the prospects of a recession by estab
lishing massive public works and jobs 
programs and stimulating the economy 
by increasing the budget deficit. I am 
gratified that the Congress is not re
sponding to the current recession in the 
same manner. However, I still believe 
that a tax cut is justified and, if it is the 
right kind of tax cut, will aid, rather 
than hinder, the prospects for a balanced 
budget as soon as possible. 

The main reason why I feel that a tax 
cut is justified is because of the massive 
t1.x increase taking place daily, as people 
are pushed up into higher and higher 
tax brackets, and because of the legis
lated social security tax increase. Re
cently, the Joint Committee on Taxa
tion estimated the magnitude of these 
tax increases, and the numbers are stag
gering. Assuming an inflation rate of 
10.6 percent in 1980 and 9.3 percent in 
1981, income taxes will increase $15.6 
billion in 1980 and $32.9 billion in 1981. 
Social security taxes will increase $600 
million next year and $14.7 billion in 
1981. Thus, the total tax increase 
amounts to $16.2 billion next year and 
$47.6 billion in 1981. 

I should point out that this inflation 
tax increase of which I speak is not just 
a current phenomenon. It has been go
ing on for years and the Congress has 
not adequately adjusted for it. Although 
taxes have been cut frequently they were 
illusory, because they barely compen
sated for tax increases in dollar terms, 
and because these tax cuts have been 
shaped in such a way that people in the 
lower end of the income scale benefited 
at the expense of upper income taxpay
ers. Unfortunately, because of inflation, 
last year 's high inoome has become to
day's median income, and thus many 
people now find themselves affected by 
high marginal tax rates thought to be 
reserved only for the "rich." 

I am including in the RECORD at this 
point two tables which illustrate my 
point. The first shows the effective Fed
eral tax rate for a family of four earn
ing the median income from 1965 
through 1981. In 1965 the median fam
ily earned approximately $8,272 per year 
and paid $789 in social security and 
Federal income taxes. This came to 9.5 
percent of income. By 1981, on the other 
hand, the median income will be $22,456. 
Keep in mind that the tuying power of 
$22,456 in 1981 is no greater than $8,272 
was in 1965. Nevertheless, the median 
family will pay $3,924 in Federal taxes 
in 1981 and this will constitute 17.5 per
cent of its income. 

Along with this massive increase in 
effective tax rates there has been a mas
sive erosion of incentive. Not only are 
individuals paying more total taxes they 
are paying far more out of each addi
tional dollar they earn today than they 
were in 1965. The second table shows 
that the number of taxpayers affected 
by high marginal tax rates is increasing 
dramatically. In 1965 a mere 1.3 percent 
of taxpayers were affected by tax rates 
above 30 percent. In the most recent 
year available, 1976, more than eight 
times as many taxpayers were affected 
by such rates. In 1965 only 4.9 percent 
of taxpayers were affected by tax rates 
above 25 percent. By 1976 this number 
had increased to more than a third of all 
taxpayers. In 1965 only 12.7 percent of 
taxpayers were affected by tax rates 
above 20 percent. In 1976 over half of all 
taxpayers were affected. 

I ask unanimous consent that the 
tables be printed in the RECORD. 

There being no objection, the tables 
were ordered to be printed in the REc
ORD, as follows: 
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TABLE I.-FEDERAL INCOME AND SOCIAL SECURITY TAXES FOR A FAMILY OF 4 WITH $17,105 IN 1975 t 

Federal 
income 

Effective Social and social Effective 
Federal income security security Federal 

Year Income income tax tax rate tax taxes tax rate 

1965 _________ _ $8, 272 $615 7. 4 $174 $789 9. 5 1966 _____ ____ _ 8, 509 649 7. 6 277 926 10. 9 
1967__ -------- 8, 754 685 7. 8 290 975 11.1 1968 _______ ___ 9, 122 2 794 8. 7 343 1, 137 12.5 
1969 ___ ____ ___ 9, 612 3 891 9. 3 374 1, 265 13. 2 
1970 __ ------ - - 10, 181 4 896 8.8 374 1, 270 12.5 1971_ ____ _____ 10, 618 919 8. 7 406 1, 325 12. :i 1972 ____ __ ____ 10, 969 933 8. 5 468 1, 401 12.8 1973 __ ___ _____ 11, 651 995 8. 5 632 1, 627 14.0 

Year Income 

1974 __________ $12, 929 1975 _________ _ 14, 111 
1976 _____ _____ 14, 925 
1977- - ---- ---- 15, 888 
1978 __ -------- 17, 105 
1979 _______ ___ 18, 918 
1980 __________ 20,678 
1981__ ________ 22, 456 

a Including a $81 surcharge. 
4 Including a $22 surcharge. 

Effective 
Federal income 

income tax tax rate 

5$1, 063 8.2 
1, 234 8. 7 
1, 308 8.8 
I, 471 9.3 
1, 678 9.8 
1, 838 9. 7 
2, 123 10.3 
2, 431 10. 8 

Federal 
income 

Social and social Effective 
security security Federal 

tax taxes tax rate 

$756 $1, 819 14. 1 
825 2, 059 14. 6 
873 2, 181 14. 6 
929 2, 400 15.1 

1, 035 2, 713 15.9 
1, 160 2, 998 15.8 
1, 268 3, 391 16.4 
1, 493 3, 924 17.5 

1 Assuming that income changes as does the consumer price index and that deductible expenses 
are 23 percent of income, The CPI is assumed to rise by 10.6 percent in 1979, by 9.3 percent in 
1980, and by 8.6 percent in 1981. 

2 Including a $55 surcharge. 
5 Including a $118 tax rebate paid in May 1975. 

Source : Joint Committee on Taxation. 

TABLE 11.-PERCENT OF TAXABLE RETURNS CLASSIFIED BY HIGHEST MARGINAL RATE AT WHICH TAX WAS COMPUTED 

1965 1975 1976 1965 1975 1976 

Percent of Percent of Percent of Percent of 
Mar11inal tax taxable Cumulative taxable Cumulative taxable Cumulative Marginal tax taxable 
bracket returns percent returns percent returns percent bracket returns 

- --------- -· -
60 to 70 ___ ____ 0.1 0.1 0. 2 0.2 0. 3 0. 3 25 to 29 _______ 4.9 50 to 59 _____ __ . 3 . 4 . 9 1.1 1.0 1.3 20 to 24 _______ 12.7 40 to 49 _____ __ .4 . 7 1.3 2. 4 1.6 2. 9 14 to 19 _____ __ 80. 4 
30 to 39 ___ ____ 1.3 2. 0 6. 3 8. 7 8.1 11.0 

Source : Internal Revenue Service, "Statistics of Income, Individual Income Tax Returns. " 

Mr. JEPSEN. Mr. President, I believe 
that these massive tax increases are re
sponsible for many of our Nation's eco
nomic problems. For example, high tax 
rates reduce the trade-off between sav
ings and consumption. As a result, we 
have less savings and more consumption 
than we should. The reduced rate of 
savings, in turn, affects the growth of 
our Nation's capital stock, the tools and 
equipment of production. When our 
workers do not have the most modern 
and efficient tools to work with their 
productivity falls. Thus it is not surpris
ing that the productivity rate today is 
far below that of the 1950's and 1960's 
and is, in fact, falling. The following 
tables show the effect of inflation and 
taxation on the incentive to save and 
the decline in productivity growth, and 
I ask unanimous consent that they be 
printed in the RECORD. 

There being no objection, the tables 
were ordered to be printed in the RECORD 
as follows: ' 

AFTER-TAX "REAL" RETURNS TO SAVING 

[In percent) 

Savings account Corporate bond 

1960-62 1977- 79 1960-62 1977-79 

Interest rate _________ __ __ 3~ 57.f 4. 0 8. 9 After 30 percent tax rate ___ 2. 5 3. 7 2. 8 6. 2 Inflation rate _____________ 1.2 9. 0 1.2 9. 0 Real after-tax return __ ____ 1.3 -5.3 1.6 -2.8 

Source : Morgan Guaranty Trust Co. 

PRODUCTIVITY AND REAL HOURLY COMPENSATION GROWTH 

Hourly compensation ___________ _ 

~~~~~;~~;tlosfs~~~ = = == == == == == == Consumer Price Index __________ _ 
Productivity ___ ___ _____________ _ 
Real hourly compensation _______ _ 

Annual rates of growth 

1948-65 1965-73 1973- 78 

4. 6 
2. 6 
1.9 
1.6 
2. 6 
2. 9 

5. 5 
2. 0 
4. 6 
4. 4 
2. 0 
2.1 

9. 0 
. 8 

8.1 
8. 0 
. 8 
. 9 

Source: U.S. De~artment of Labor, Bureau of labor Statistics· 
Hourly cqmpensatton and productivity series are for the non
farm b!Jstness sector. Real hourly compensation is hourly com
pensation deflated by the Consumer Price Index. 

Mr. JEPSEN. Mr. President, the point 
I am making is that if we do not reduce 
taxes in order to balance the budget 
and fight inflation, we may end up with 
an unbalanced budget and higher infla
tion anyway with higher taxes to boot. 

The way I see it, we can fight in
flation one of two ways. The first way 
is the traditional way, through fiscal and 
monetary restraint. Unfortunately, the 
effect of withdrawing stimulus to the 
economy is much the same as the effect 
of withdrawing liquor from an alcoholic; 
namely, severe pain. Treasury Secretary 
Miller tells us that this pain is neces
sary and that our country must suffer 
through a prolonged period of austerity 
in order to end inflation. 

Another way to fight inflation, a new 
way, is to approach the problem from 
the supply side of the economy. If in
flation means too many dollars chasing 
too few goods then obviously you can 
fight inflation either by reducing the 
number of dollars in circulation, as the 
administration is attempting to do, or 
by increasing the quantity of goods 
through tax reduction. I think the latter 
course is the better one to take. As Dr. 
Michael Evans recently testified before 
the Joint Economic Committee: 

While another old-style tax cut, de
signed primarily if not exclusively to stimu
late consumption, would raise the growth 
rate by about Y2% next year, it would do 
nothing to attack the fundamental under
lying problem of decreased productivity. 
What is needed is a new-style t ax cut which 
will increase productivity, which is the key 
to reducing the long-term inflation rate . 

This kind of thinking, which I call sup
ply-side thinking, is gaining greater 
support every day, in contrast to old
fashioned Keynesian economics. In fact , 
in what was one of his last appearances 
before a congressional committee, Treas
ury Secretary Blumenthal strongly en
dorsed supply-side economics. As he 
told the Joint Eco:10mic Committee: 

For decades we have operated on a con
sensus-that the major economic policy con-

Percent of Percent of 
Cumulati ve taxable Cumulative taxable Cumulative 

percent returns percent returns percent 

7.0 20.3 29.0 22.6 33.6 
19. 6 24.2 53.3 23.9 57.6 

100.0 46.7 100. 0 42.4 100.0 

cern of governments should be to manage 
aggregate demand to smooth out swings in 
the business cycle and assure steady increas
es in income and employment. The supply 
side of the equation was largely neglected, 
assumed to take care of itself and respond to 
changing demands. 

This assumption no longer holds. The sup
ply side is not responding. Productivity is 
lagging badly-in the U.S. productivity 
growth in the past five years has only been 
about half what it was in the 1950s and 
1960s. Government spending has taken a 
growing share of income, and shifted away 
from capital construction and defense to
ward income transfers. Effective tax rates 
have escalated sharply. Tax structures and 
levels are such as to stultify innovation and 
risk taking. Industry is bound in a shifting 
web of regulations. Indexation, formal and 
informal, tends to fix relative prices and 
weaken incentives for movement of resources 
between industries and sectors. 

We need, in short, to reorient economic 
policy to concentrate more heavily on the 
supply side, to reduce rigidities and ineffi
ciencies that create supply constraints 
throughout the economy. This task involves 
rebuilding our capital stock, reinvigorating 
productivity growth, reducing structural un
employment-all on top of creating a new 
base for the energy needs of the economy. 

For these reasons I feel that a tax cut, 
if it is strongly oriented toward increas
ing supply rather than demand, would 
be very good for the economy right now 
and would aid, rather than hinder, the 
fight for a balanced budget and reduced 
inflation. 

Mr. President, I thank the Senator 
from Colorado (Mr . .ARMSTRONG) for giv
ing me some of his time. 

Mr. ARMSTRONG. I thank the 
Senator from Iowa for his contribution 
to this discussion and his contribution 
to the development of the ideas which are 
contained in this amendment. 

I alluded earlier to the fact that times 
are changing in the country, and there 
is a new spirit, a new realism toward the 
economic facts of life. The presence in 
this Chamber of the Senator from Iowa 
(Mr. JEPSEN) is representative of the 
kind of constructive, wholesome, healthy 
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change that is taking place. I thank him 
and compliment him for his participa
tion. 

Mr. President, how much time do I 
have remaining? 

The PRESIDING OFFICER. Twenty
three minutes. 

Mr. ARMSTRONG. I reserve the re
mainder of my time. 

Mr. BELLMON. I yield myself 5 min
utes. 

Mr. President, the amendment of the 
Senator from Colorado is very much like 
the amendment just offered by the Sena
tors from Delaware and Missouri. That 
amendment was defeated by a vote of 
61 to 36. 

As I said earlier, I am very sympathetic 
to the need to reduce Federal spending in 
order to provide substantial tax reduc
tions and to maintain budget discipline. 
But I have become a political realist dur
ing the years I have been in the Senate, 
anc' I have become convinced that the 
only way we are actually going to get the 
·1udget in balance is to hold the line 
against any new Federal spending pro
grams and against the temptation to cut 
taxes prematurely, to get the budget in 
balance in 1981, and in 1982 have room 
for a substantial tax reduction, even 
more than has been proposed here this 
morning. 

The fact is that if we undertake now to 
reduce taxes on the strength of a pro
posed reduction in spending, we are go
ing to get half a loaf. We will get the tax 
cut, but we will not get the reduction in 
spending. It was very difficult to get the 
Senate to agree to go along with the rela
tively small reconciliation vote we had 
yesterday, and the idea of a larger cut 
in spending programs simply is not po
litically acceptable, as I read the mood of 
the Senate. 

If we were to adopt this amendment, I 
am afraid that we would get the tax cut, 
but the offsetting spending reductions 
would not be achieved, and we would 
wind up with a deficit that would go up 
to $37 billion for fiscal1980 ; that in 1981, 
unless some other changes are made, the 
deficit would be close to $50 billion. 

Mr. President, deficits that large, in 
times when we already have inflation 
running at more than 13 percent, would 
make our inflationary problems more 
serious and would quickly rob the Ameri
can taxpayer of the purchasing power of 
his earnings, and it would quickly elimi
nate any benefits this tax reduction 
would have accomplished. 

We have to be careful not to assume 
that policies to improve the supply side 
of the economy will have immediate ef
fects, and this is an assumption that the 
sponsors of the amendment make in 
their reflow calculations. Changes in the 
structure of the economy take time, so 
that additions to demand will tend to be 
inflationary. Conversely, if we do not 
add to demand, the policies will not be 
stimulative in the very near future. 

As is the case with the Roth amend
ment, the Armstrong amendment is 
something like a huge reconciliation in
struction. Much of the fiscal year 1980 
reduction would affect spend!ng already 
reported or enacted, and it would be ex
tremely difficult politically to get that job 
accomplished. 

So, in my opinion, the reductions in 
spending which this amendment calls 
for, while they might be desirable, sim
ply are not going to happen. 

It is subject to the same problems we 
discussed in connection with the Roth 
amendment. 

It is for that reason that I am con
cerned that all we are talking about here 
is a t:l.x cut and not really a cut in sp-end
ing. If this amendment should be 
adopted, the net result would be an 
enormous increase in our deficit and a 
similar increase in inflation. 

I believe Senator ARMSTRONG does us a 
service to bring this amendment to us, 
because I think we need to keep pressure 
on the spending side, and I join him in 
that objective. 

As a political realist, I think it is best 
to stay with the resolution and stay on 
track until 1980 and give us room for a 
t ax cut in 1982. 

I was home during the recess, as was 
the Senator from Colorado, and I did a 
great deal of talking and listening to my 
constituents. I am convinced that, at 
least in Oklahoma, our constituents are 
wllling to go along with the present tax 
burden, in the anticipation that we will 
balance the budget in 1981, and that 
then we can have the tax reduction in 
1D82 that they all deserve and feel en
titled to; and at that time, we can have it 
without increasing the inflationary pres
sures . 

So, Mr. President, I must oppose the 
Armstrong amendment. 

The PRESIDING OFFICER. Who 
yields time? 

Mr. ARMSTRONG. I yield myself not 
to exceed 5 minutes. 

Mr. President, I should like to respond 
briefly to the Senator from Oklahoma. 
I think he has stated correctly the way 
we can get this budget in balance, and 
that is by controlling new spending. 

I think that, with rare exceptions, it 
is not realistic and not politically feasible 
to talk about making large reductions 
in existing programs that have impor
tant constituencies. 

I do not mind saying that there are 
programs I could cheerfully abolish, and 
I have advocated that, and I have been 
completely candid with my constituents. 

I have said to them, "I want to abolish 
CETA. I want to abolish Conrail. I want 
to get rid of some of these programs." 
But that is not what this amendment 
would do. 

I ask if the Senator from Oklahoma 
would reconsider his thoughts on this 
amendment, particularly with respect to 
the relationship between what we are 
proposing and present spending levels; 
because I stress that we are not talking, 
with a handful of exceptions, about 
reducing present spending levels. 

Under this amendment, if it is adopted, 
we are talking about an increase in 
spending for function 050, national de
fense, an increase in function 150, in
ternational affairs; increasing, not cut
ting, function 250, general science, space 
and technology. We are talking about an 
increase in function 270, energy, and in 
natural resources and environment, 
function 300. 

We are talking about a decrease in 

function 350, which is the agriculture 
function. 

The number recommended in the 
Armstrong-Domenici amendment is ac
tually a substantial reduction over the 
present spending level , but it is the same 
number which is re·commended in the 
resolution sent to the floor by the com
mittee. 

The reduction arises simply as the re
sult of improved crop prices and a projec
tion of what will be necessary to fulfill 
the needs. So there is a cut there, but 
it is a cut about which there is no con
troversy so far as I am informed. 

We are talking about an increase, a 
fairly substantial one, in function 370, 
commerce and housing credit, under my 
amendment. We are talking about in
creasing function 400, transportation. 
We are talking about an increase in 
function 450, community and regional 
development. I beg your pardon. I mis
spoke myself. That is one of the four 
which we are not increasing. We are talk
ing about an increase in the health func
tion. We are taking about increasing in
come security. We are talking about an 
increase in veterans. We are talking 
about an increase in function 750, ad
ministration of justice. We are talking 
about an increase, and a substantial one, 
in function 850, which is general purpose 
fiscal assistance for the States; that is 
revenue sharing. 

We are talking about a cut, and I must 
say a cut that I am proud of, in function 
800. We are talking about a cut of 0.2-
that is, $200 million in that function, and 
$100 million of that is for the construc
tion of the Philip Hart Office Building 
over here on the corner which must be 
one of the most prominent examples of 
Government waste and extravagance 
ever to come down the pike. I think that 
should be cut. My own belief is we should 
leave that office building standing there 
unfinished perhaps forever but at least 
for a number of years and that the great
est thing we can do would be to leave it 
there as a monument to the fact there is 
at least a stomach-turning point at 
which we are going to stop spending 
money. 

The other cut of interest 0.1, of $100 
million, in this function, is a cut in the 
$1 billion operation of Congress itself, 
and it is largely symbolic. It is a cut we 
can easily accommodate. I thought if we 
are going to preach to the country a 
gospel of restraint perhaps the place to 
start would be with Congress itself. 

Let me again say to my friend from 
Oklahoma and others this is not a tight 
budget proposal. This is not a series of 
drastic cuts. In fact, with a handful of 
exceptions, it is not a cut at all. It is ac
tually an increase over last year and the 
only distinction between what the Budg
et Committee brought and Senator 
DoMENICI and I brought to the Chamber 
is we are not letting spending rise as 
rapidly as the Budget Committee. We are 
following exactly the prescription which 
the Senator from Oklahoma himself rec
ommended, that is to say, you cannot cut 
out existing programs for the most part 
but just slow the rate of increase in 
spending, so I think this is a moderate 
and commonsense approach. 
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Mr. BELLMON. Mr. President, will the 
Senator yield for a question? 

Mr. ARMSTRONG. I yield. 
Mr. BELLMON. As I understand the 

information we have relating to the 
Armstrong amendment, function 600 
would be cut by some $6 billion. That is 
the income security function. 

Mr. ARMSTRONG. No. If I may refer 
the Senator to the functional summary, 
there will be a reduction from what is 
recommended by the Budget Committee 
but actually an increase of some $21 
billion over the current year. 

Mr. BELLMON. The Budget Commit
tee resolution does not anticipate any 
new spending programs. It simply makes 
room for the lawfully mandated cost-of
living adjustments in the income security 
function. 

The PRESIDING OFFICER. The Sen
ator's 5 minutes have expired. Does the 
Senator yield himself more time? 

Mr. ARMSTRONG. Yes, I am happy 
to. 

Mr. BELLMON. We have plenty of 
time. I am glad to yield 2 minutes. 

Mr. ROBERT C. BYRD. Mr. President, 
will the Senator yield to me for a request 
at this moment? 

Mr. ARMSTRONG. I yield. 
Mr. ROBERT C. BYRD. I thank the 

Senator. 
This request is very pertinent at this 

time. 
Mr. President, I ask unanimous con

sent that any rollcall vote ordered on 
this amendment and other amendments 
to follow in relation to the motions, et 
cetera, begin at the hour of 2: 15 p.m.; 
the first rollcall vote is ordered to begin 
at the hour of 2: 15 p.m., and any sub
sequent rollcall votes be ordered back to 
back thereto. 

Mr. MUSKIE. Could we provide that 
the second and third votes be 10-minute 
votes? 

Mr. ROBERT C. BYRD. Yes. I add 
that to my request. 
~he ~RESIDING OFFICER <Mr. Ex

ONJ. Without objection, it is so ordered. 
Mr. ROBERT C. BYRD. I thank all 

Senators. 
~r. BELLMON. Mr. President, the 

pomt of my question is that the Senator 
from Colorado has been saying his 
amendment does not contemplate actual 
cuts and that really it is a substantial 
add-on from the 1979 budget level and 
that simply is not the case. If we' were 
to accomplish the $6-billion reduction 
from the budget resolution that the 
amendment of the Senator from Colo
rado recommends, we would have to 
amend the .law and reduce the spending 
·for all the mcome security programs be
low the cost-0~-living levels presently 
mandated. I thmk that point should be 
made. 

Mr. ARMSTRONG. I think we can 
agree that the amendment which Sena
~o~ DOMENICI and I have recommended 
Is m fact a $21-billion increase over last 
year. I think the Senator's point is cor
rect, that it would require program 
chang.es to hold the rate of increase in 
spendmg to a $21-billion increase The 
justi~cation for the program cha.nges, 
that IS, the changes in existing programs 
that are required, are detailed beginning 
at page 163 of the committee report. 

In my opening remarks I pointed out 
that these were not off-the-wall sugges
tions that someone had thought up on 
the spur of the moment. The proposed 
changes which are incorporated in the 
Armstrong-Domenici amendment are, 
with very few exceptions and none I 
think in function 600, changes that have 
been recommended by such agencies as 
HEW, the Senate Finance Committee, 
and the General Accounting Office, so 
the assumption underlying our figures is 
simply we are going to enact the needed 
reforms which have been agreed to by 
these groups and even then, even with 
the reforms, permits spending to go up 
in this function by $21 billion. 

The PRESIDING OFFICER. Who 
yields time? 

Mr. MUSKIE. Mr. President, how 
much time do I have? 

The PRESIDING OFFICER. Forty
eight minutes. 

Mr. MUSKIE. How much time does the 
distinguished Senator from Colorado 
have remaining? 

The PRESIDING OFFICER. Fifteen 
and one-half minutes. 

Mr. MUSKIE. I am willing to reduce 
my time to, say, 12 minutes if the Sena
tor is, and I ask if the Senator will be 
inclined to reduce his in any degree? I 
am simply trying to save time for other 
amendments, as the Senator knows. 

Mr. ARMSTRONG. Mr. President, my 
understanding is that we are going to 
now lay this amendment aside and take 
up the amendment of the Senator from 
Kansas. I have nothing more to add at 
this point and I am happy to reduce the 
time remaining to me. I have 15 minutes. 
Let me say I will reduce it to 10 minutes 
and will expect to yield back most of that 
unless for some reason it is needed at the 
time. 

Mr. MUSKIE. Then let me make my 
argument which will not be long and if 
the Senator from Colorado at that point 
desires to use some of his time to re
spond, then at that point we might be 
able to agree on yielding back time. 

I make the suggestion, may I say to the 
Senator from Colorado, not because I 
underestimate the significance of his 
amendment, either from his point of 
view, or the point of view of his cospon
sor, or the country, but I think we have 
covered a lot of ground, that should be 
covered in the debate, in the debate on 
the Roth amendment before, at least 
from my side of the debate. 

Mr. President, there is one observation 
I shall make about these two tax reduc
tion proposals that I neglected to make 
in the debate on the Roth amendment; 
that is, unlike the tax cut proposal, or 
many of them, of last year, which rested 
wholly upon the merits of a tax cut or 
no tax cut policy, these have been tied to 
cuts in outlays. As I understood the de
bate last year, the debate was that a tax 
cut would serve the public interest, one, 
by reducing the share of the Government 
in the income of the country; second, 
that it would have a beneficial effect upon 
the economy which in the long run would 
not have the effect of reducing the Gov
ernment's revenues, and would have the 
effect of stimulating economic activity. 
That may be an oversimplification of the 
arguments for last year's tax cuts but 

this was the perception of them that I 
had. 

I opposed them last year in part be
cause I felt the short-run effect would be 
to increase the deficit, the reflows to be 
expected would not be so quickly realized 
that they would offset the risk of a larger 
deficit resulting from the tax cut and, 
second, that the reflew effect hoped for 
by the proponents would not be realized, 
that the effect they hoped for was really 
exaggerated in terms of our actual 
experience. 

But this year what we have before us, 
and I think that we have it in this form 
this year because of the preoccupation 
with the size of the deficit by the public 
as well as Members of this body, is tax 
cuts tied to reductions in outlays. 

I do not want to get into a detailed 
debate on the specifics of the outlay re
ductions proposed by the Senator from 
Colorado. In the first place, I am not sure 
I have 100-percent accurate information 
on that, and I do not want to be in the 
position of distorting his amendment. I 
am even hesitant to put in the RECORD 
the table I have which represents the 
staff's best effort of getting the details 
as to where t.he cuts would fall if the 
Senator's preferences were followed. I 
think they are reasonably accurate. 
There may be a sufficient discussion of 
them in the RECORD so that I need not 
put this in the RECORD lest it be inac
curate in any degree. 

What concerns me is the total of the 
proposed cuts. As I understand what 
the proponents of the amendment are 
saying, as in the case of the Roth amend
ment, it is about $17 billion. 

Again repeating, as I have nothing 
new to say, the prospect of getting this 
Congress to reduce outlays, wherever 
they fall-and $6 billion of them would 
fall in the income security sector-the 
prospect for outlay cuts of an additional 
$17 billion, in addition to the $3.6 billion 
the Senate mandated yesterday, is total
ly unrealistic. It is not going to be done. 
And, as my good friend Senator BELL
MON said in the debate on the Roth 
ame?dm~nt, what we would probably 
get If this amendment passed is the tax 
?~t. w~th its impact in raising the def
ICit, Without the outlay reductions which 
would offset that potential increase in 
the de~cit, so that the net result would 
be an m?rease in the deficit, whatever 
was achi~ved by way of outlay cuts. 
That, I thmk, the national economy can
not stand; that, I think, the national 
budget ought not to reflect; that ought 
not to be the signal we send out to the 
country, .at a ~ime when the country is 
preoccupied With inflation to the almost 
total exclusion of other national issues 

Inflation is the enemy. Inflation is th~ 
fight w~ ought to be fighting. The people 
are saymg that. They are saying it to 
me. whe.never I go back home. They are 
~aymg 1t in the polls. They are saying 
It whenever they can get one of our ears 
to speak to. 

So our policy must be one of restraint· 
and on the issue of tax cuts, what I get 
fro!ll m:v: people is this: Tax cuts can 
wa1t l:ill~ll we balance the budget. They 
are wil.lmg to make that contribution to 
balancmg the budget. I am willing to 
make that contribution to balancing the 
budget. After all, tax cuts would benefit 
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me; I am a taxpayer as well as the con
stituents I represent. But we can wait 
on tax cuts, and that is what the budget 
resolution says. 

The budget resolution says that if we 
practice the restraint that is reflected 
in this resolution in fiscal 1980 and fiscal 
1981, we can have a $55 billion tax cut 
in 1982. 

That is not an absolute certainty, be
cause we cannot be sure what the fiscal 
policy represented in the second concur
rent budget resolution, or in that reso
lution as modified by the Armstrong 
amendment, would achieve in terms of 
the national economy in 1982. There are 
uncertainties about the future impact of 
whatever policy we adopt. 

But I say to the Senate-and it is 
backed up, I think, by the net effect of 
the testimony we received in the Budget 
Committee-that if we follow a policy of 
restraint such as is represented in this 
budget, that is our best hope of reduc
ing inflation, slowing it down, avoiding a 
deep recession, and coming up, in 1981 
or 1982, with an economic environment 
which would make a balanced budget 
possible, with a tax cut to follow. 

That is what we are advocating to the 
country. We cannot guarantee it, any 
more than Senator ARMSTRONG can guar
antee the beneficent economic effects he 
predicts if his policy were adopted. 

I must say, Mr. President, I often wish 
these days, as I listen to the debate in 
the Senate, that someone else's policy 
would prevail, so that I could then be on 
the outside, criticizing the results of that 
policy. The chances are that I would 

have opportunities to criticize if Sena
tor ARMSTRONG's policies were adopted, 
just as he will probably have an oppor
tunity to criticize the results of mine, if 
mine is adopted. That is the nature of 
the economic science, if you can call it a 
science. 

But at any rate, I think asking for 
an additional $17 billion in outlay cuts in 
1980 is not realistic. In fact, I think, 
given the increases mandated yesterday 
in defense, the chance of achieving the 
cuts provided in the reconciliation in
struction is less likely. The fact that we 
voted reconciliation yesterday to the 
point of $3.6 billion does not mean we 
have yet realized $3.6 billion in savings. 
After all, those savings were assumed in 
the first concurrent resolution and have 
not been realized, because the committees 
have not made it possible to realize them. 

Now we are asking the committees to 
take another look at them, and to make 
it possible to realize this $3.6 billion in 
savings. But they have not yet been real
ized, and they may not be; and if there 
is the reaction in the House-Senate con
ference on the budget to the increases in 
defense that the Senate ordered yester
day that we have had in previous con
ferences, the House may be very reluc
tant to agree to the reconciliation in
struction and the savings embodied in 
the reconciliation instruction. 

So, Mr. President, I say to my good 
friend from Colorado-and he has been, 
despite our disagreements on policy, on 
theory, and on objectives, a constructive, 
positive, and very congenial, I may say, 
member of the Budget Committee; and 

OUTLAY LEVELS 

[Dollar amount in billions; fiscal years) 

1980 Arm-

1980 SBC 
strong-Dom-
enici amend-

it is a pleasure to have opposition of that 
caliber and that quality on the commit
tee, because these issues must be raised, 
they must be debated, and they must be 
resolved. It is always more of a pleasure 
to be engaged in that kind of a debate 
with a gentleman like the Senator from 
Colorado than it is with more abrasive 
opposition. So I welcome his membership 
on the committee, and I think he is per
forming a useful public service in the 
committee by raising those questions 
there, as he has on the :floor. 

My disagreement with him is wholly 
on the merits. We have different perspec
tives and convictions about what can be 
done, as well as what ought to be done. 

It is in that spirit, Mr. President, that 
I oppose his amendment, for largely the 
same reasons that I opposed the previous 
amendment. 

I reserve the remainder of my time. 
Mr. ARMSTRONG. Mr. President, I 

rise only briefly, first, to express my ap
preciation to the chairman for his kind 
words, and to say to him, as I have on 
other occasions, that I admire his lead
ership and very much appreciate his 
friendship. 

I have only two or three brief points. 
First, by way of clarification, I ask unan
imous consent to have printed in the 
RECORD at this point a functional com
parison of the pending amendment with 
the pending budget resolution, and also 
a comparison with last year's figures, for 
whatever help it may be to those who are 
interested. 

There being no objection, the table was 
ordered to be printed in the RECORD, as 
follows: 

1980 Arm-
strong-Dom-

1980 SBC enici amend-
Function 1979 I 1980 FCR 2 2BR Rept. 3 ment Function 1979 I 1980 FCR 2 2BR Rept. 3 ment 

050 National defense __________________ $117. 1 $124.2 $130.6 $130.6 550 Health ___ ________________________ 49.8 53.6 54.2 52.7 
150 International affairs. ___ ___________ 6. 9 
250 General science, space, and tech-

nology ____ ----- _ --- _ ----------- 5. 0 
270 Energy ______________ _____________ 6. 8 
300 Natural resources and environment__ 11.7 
350 Agriculture. ___ ___________________ 5. 9 
370 Commerce and housing credit. ____ _ 2. 5 
400 Transportation. ___________________ 17.4 
450 Community and regional develop-

menL ____ ---------- ___________ 9.0 
500 Education, training, employm ent, 

and social services ____ __________ 30.4 

1 Convressional Budget Office estimate, Aug. 6, 1979. 
2 First Concurrent Resolution. 

7. 9 8. 3 8.1 
600 

5. 5 5. 7 5. 6 700 
6. 8 7.0 7. 0 750 

11.7 11.9 11.8 800 
5. 4 2.6 2. 6 850 
3. 2 3.0 3. 0 900 

18.2 18. 6 17. 6 920 
950 

8.1 8. 4 8. 2 

30.5 30.5 28.0 

Income security ___________________ 161.6 183. 3 188.7 182. 7 
Veterans benefits and services ______ 20.3 20.6 20.6 20. 5 
Administration of justice .------ -- -- 4. 2 4.4 4. 4 4. 3 
General government_ ___ ___________ 4. 2 4.3 4. 2 4. 0 
General purpose fiscal assistance ____ 8.6 8. 1 9. 3 9. 4 I nteresL __ ________________ _ -_____ 52. 7 56.0 58.1 58.1 Allowances. ______________________ .1 -.1 - .1 -5.0 
Undistributed offsetting receipts ___ __ -18.4 -19. 7 -19.7 -19.7 

Total'- --- ----- --- ------------- 496.2 532.0 546.3 529.5 

3 Second Concurrent Resolution on the Budget, fiscal year 1980, as of 10 a.m., Sept. 19, 1979. 
' May not add due to rounding. 

GNP; all calculations by Senate Budget Committee. 1980 calendar year tax cut equals $23,700,000,-
000, assuming an across-the-board rate cut in the personal income tax. If corporate reductions in
eluded, calendar year equivalent would be slightly larger. 1981 calendar year tax cut equals $28,-
000,000,000, assuming an across-the-board rate cut in the personal income tax. If corporate re
ductions included, calendar year equivalent would be approximately the same. 

Note: Assumes CBO multipliers for tax cuts and transfer payment reductions, and reductions of 
Federal outlays relating to transfers and grants; assumes a marginal tax rate of 0.27 percent of 

Mr. ARMSTRONG. Second, the dis
tinguished chairman pointed out quite 
correctly that I cannot guarantee the 
specific beneficent economic results 
which I would hope for as a result of the 
tax cut. Professor Laffer has one set of 
calculations, someone else has another 
set, I have my own ideas about the 
nature and extent of the reflows flowing 
back into the Federal Treasury as a re
sult of tax cuts with increased produc
tivitv. and so on and on. 

The specific formulation which would 
be the most favorable to my amendment 
is the concept advanced by Professor 
Laffer. I have not used that as the as-

sumption in my amendment. In fact, for 
the very reasons which Senator MusKrE 
pointed out yesterday, the dangers of 
using four or five different sets of eco
nomic assumptions, I have, instead, re
lied upon the data furnished to us by the 
staff. We have assumed in our amend
ment the CBO multiplier for tax cuts 
and transfer payment reductions and 
also for the reductions in Federal out
lays relating to transfers and grants. 

In other words, we are using a set of 
figures which, frankly, handicaps the ap
preciation of our amendment. At the 
appropriate time, I should like to join 
with others who have some real ques-

tions about the economic assumptions 
that are built into the CBO model. In the 
meantime, it seems wise to me for us all 
to use the same basic economic assump
tions. That is what we have done. 

Finally, I appreciated the chairman's 
discussion that, perhaps, at some time, 
my point of view will prevail. Mr. Chair
man, I would bet you the biggest lunch 
in town that my point of view will pre
vail in 1980, that there will be a tax cut. 
I do not know whether I am going to 
win on this amendment, but I think 
there is going to be a tax cut in 1980. I 
think this body will enact a tax cut in 
1980. The very essence of my argument 
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is that we ought to leave room for it. 
Time will tell whether I am right, but I 
am pretty sure that with the recession 
in full bloom, with unemployment ris
ing, with productivity declining and with 
a big election looming in November of 
next year, there is gomg to be a tax cut. 

Senator DoMENrcr and I are just say
ing, let us leave room for the tax cut in 
our budget projection. 

I reserve the remainder of my time, 
Mr. President. 

Mr. MUSKIE. Mr. President, I yield 
myself just 2 minutes. 

I am glad the distinguished Senator 
from Colorado has raised the question of 
whether or not, sometime in the next 6 
to 12 months, there will be or ought to be 
a tax cut. It is quite conceivable that, if 
the economy continues to deteriorate, 
and especially if it deteriorates to a 
greater degree than appears now to be 
the consensus of the Congress, the Budg
et Committee will reconsider its own view 
of the need for a tax cut, for the pur
pose of fighting a deep recession. That 
is a different question, at least from my 
perspective, than the decision that we 
must make today. 

We should not always try to antici
pate, just in order to be the first, the 
need for a change in economic policy, 
whether it is a tax cut or an increase 
in spending for some emerging prob
lem that had not been anticipated. Of 
course, we need to be flexible enough to 
respond, but we should not necessarily 
be premature in making such judgments. 
So timing is a very important question. 

The Budget Committee, in the last 5 
years, has advocated and supported tax 
cuts. I think we have had two major ones 
since the beginning of the budget proc
ess. The first one was for the purpose 
of countering the recession. The second 
one was for the purpose of stimulating 
the economy. And we may need a third. 
We should never foreclose that possi
bility and the Budget Committee does 
not foreclose it at this time. For the 
time being, we think that the changes 
in the economic indicators that we have 
experienced since the spring do not sug
gest that this is the time to move from 
a policy of restraint to a policy of 
stimulus. 

The big change that has taken place 
since the spring has been in the rate of 
inflation. I think it was the Senator from 
Colorado or one of his associates who 
used 14.9 percent instead of 13-plus per
cent as the current rate, on an annual 
basis, of inflation. So inflation has been 
the dramatic change since the spring, 
above the forecasts of CBO and above 
the forecasts upon which the first con
current resolution was based. 

Unemployment has not changed as 
much as even the July forecast of CBO 
has projected. So when you have eco
nomic indicators that emphasize the 
changes in inflation rather than the 
dangers of recession, what do you do at 
that point? I think that if you want to 
maximize the clout, whatever clout fis
cal policy has against inflation, this is 
the time to hold steady on that policy. 
If it changes, if it worsens, and we can
not control that with fiscal policy al
together, then we consider what we do 
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at that time. And the budget process 
is flexible enough. We do have available 
to us the possibility of a third concur
rent resolution if that becomes impor
tant. We have used the third concurrent 
resolution before for a similar purpose; 
we can use it again. 

At the moment, I think the restraints 
in the second concurrent resolution are 
the appropriate and the relevant and 
the wise course for us to follow at the 
present time. 

Mr. STEVENS. Mr. President, I ap
plaud both Senators RoTH and ARM
STRONG for their proposals which reduce 
the 1980 spending levels to provide for a 
tax cut. The Budget Committee recom
mendation to postpone any tax relief un
til 1982 will result in unprecedented and 
dangerously high tax levels. Between fis
cal years 1980 and 1984, for instance, 
Federal taxes will increase by $193 bil
lion, bringing revenues, as a percentage 
of GNP, to their highest levels in history. 

I believe that a strong case can be 
made for immediate initiation o:!' tax 
cuts. The Budget Committee argues that 
this would exacerbate inflation and 
postpone our goal for a balanced budget. 
The very structure of the pending 
amendments, however, discount this ar
gument. Tying any tax cuts to spending 
limits will leave the total deficit figures 
unaffectJd and thus will not contribute 
to a higher rate of inflation. In addition, 
to the extent that our progressive tax 
system allows inflation to automatically 
increase the tax burden, a portion of any 
substantial tax cut would not greatly in
crease personal spending, but would sim
ply allow taxpayers to maintain their 
present standard of living. We owe our 
constituents at least that much. 

Besides the benefits afforded to indi
vidual taxpayers, properly structured 
r eductions in income and payroll taxes 
wlll be needed to counter the effects of 
the current recession. Increasingly dis
turbing economic data demonstrates the 
need for incentives to improve capital 
investment, personal savings, and job 
producing business growth. A recent 
GAO report revealed that taxpayers are 
very responsive to changes in their after
tax incomes and many have found their 
work incentive dwindling with the size 
of their take-home pay. By cutting 
t axes and allowing workers to retain a 
larger portion of their earnings, we 
would stave off a further deterioration of 
the work incentive; a vital component 
for recovery from this recession. 

Mr. President, although I do not agree 
with the conclusions endorsed by the 
Budget Committee, I understand their 
reluctance to support a tax cut in 1980. 
But if history is any indication, political 
pressures in the upcoming election year 
will be such that a tax cut will pass Con
gress . We would be naive to think other
wise. Given political reality then, it 
would seem prudent for us to provide 
for the inevitable in the budget resolu
tion. By identifying now, those areas 
where spending can be cut, we will miti
gate any possible inflationary effects an 
unplanned tax cut could bring to the 
economy. 

Mr. President, inflation has been tar
geted as this Nation's No. 1 problem. 

There are many causes and aspects of 
inflation, some of which, such as OPEC 
prlce increases or the weather's effects 
on food costs, are beyond our control. 
Where control can be exercised, how
ever, we have a responsibility to act. I 
doubt if anyone would contest the Fed
eral Government's complicity in the ex
acerbation of inflation. We have a re
sponsibility, therefore, to exercise fiscal 
restraint by reducing both taxes and 
spending and demonstrating to the peo
ple we serve that Congress is serious 
about its commitments. 
• Mr. HART. Mr. President, at this time 
I wish to state my views regarding Sen
ator ARMSTRONG's proposed amendment 
to the second budget resolution. Senator 
ARMSTRONG has proposed that Federal 
outlays be cut $15 billion or so in 1980 
and about $15 billion in 1981. He has 
also proposed that taxes be cut $13 bil
lion in 1980 and $24 billion in 1981. This 
proposal would produce a budget deficit 
of approximately $28 billion in 1980 and 
a balanced budget in 1981. 

I cannot support this proposal because 
it decreases-by a severe amount-Fed
eral spending on health, income security, 
employment and training, and natural 
resources. It also proposes that categorial 
grants to State and local governments be 
cut 5 percent across the board without 
specifying which grants would be cut. 
Furthermore, it would increase revenue 
sharing at a time when the States are 
asking the Federal Government to reduce 
its spending. 

Mr. President, we should balance the 
Federal budget in 1981. We must reduce 
Federal spending as much as possible, 
and we should grant tax cuts wherever 
possible. But, I don't believe Federal 
spending can be reduced by this large 
amount without severely hurting recip
ients in great need of these programs. 

As my colleagues know, last fall and 
again this spring, I offered a proposal to 
trim the rate of growth of Federal spend
ing, coupled with tax cuts as large as pos
sible in 1982, consistent with balancing 
the Federal budget in 1981. That pro
posal is now part of the Senate budget 
resolution. 

The question is whether we should 
trim Federal spending by very severe 
amounts in order to cut taxes before 
1982. Many people claim we should not 
balance the budget on the backs of the 
taxpayers. By the same token, we should 
not balance the budget by increasing the 
hardships of low-income and unem
ployed people. Adequate medical care, 
adequate food, adequate education are 
very important Federal objectives, and 
outlay cuts as proposed by the other 
Senator from Colorado are inconsistent 
with these objectives.• 

Mr. MUSKIE. Mr. President, I am pre
pared to yield the remainder of my time 
on this one so we can turn to another 
amendment, but I do not want to put 
pressure on the Senator to do so. 

Mr. ARMSTRONG. Mr. President, I 
think the case has been well stated on 
both sides and I yield back the remainder 
of my time. 

Mr. MUSKIE. Mr. President, I yield 
back the remainder of my time. 

The PRESIDING OFFICER. The ques-
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tion is on agreeing to the amendment. 
The yeas and nays have not been 
ordered. 

Mr. ARMSTRONG. Mr. President, it 
was my understanding that, under the 
unanimous-consent agreement requested 
by the majority leader, the yeas and nays 
had been ordered and set for 2: 15 this 
afternoon. 

The PRESIDING OFFICER. The in
structions by the majority leader, agreed 
to unanimously, were on questions on 
which the yeas and nays had been re
quested. 

Mr. ARMSTRONG. I beg the Chair's 
pardon. In that case, I believe the cor
rect procedure is for me to ask for the 
yeas and nays at this time, and also to 
suggest the absence of a quorum if the 
number is not present to achieve a sec
ond. 

The PRESIDING OFFICER. The yeas 
and nays have been requested. Is there 
a sufficient second? There is a sufficient 
second. 

The yeas and nays were ordered. 
Mr. MUSKIE. Mr. President, I suggest 

the absence of a quorum. I hope not too 
much time will elapse until another 
amendment is brought to the floor. 

The PRESIDING OFFICER. The 
clerk will call the roll. 

Th·e second assistant legislative clerk 
proceeded to call the roll. 

Mr. MUSKIE. Mr. President, I ask 
unanimous consent that the order for 
the quorum call be rescinded. 

The PRESIDING OFFICER. Without 
objection, it is so ordered. 

UP AMENDMENT NO. 564 

(P u rpose : To increase Federal r evenues for 
fiscal 1980, 1981 , and 1982 ) 

Mr. MELCHER. Mr. President, I have 
an amendment that I send to the desk 
and ask for its immediate consideration. 

The PRESIDING OFFICER. The 
amendment will be stated. 

The legislative clerk read as follows: 
The Senator from Montana (Mr. MELCHER) 

proposes an unprinted amendment to 
a mendment No. 434, as amended, num
ber ed 564. 

On page 5 , line 14, strike " $514,700,000,000" 
and insert in lieu thereof " $516,300,000 ,000". 

On page 5, line 15, strike " $603,600,000,000" 
and insert in lieu thereof " $607 ,200,000 ,000". 

On page 5, line 16, strike "$658,400,000,000" 
and insert in lieu thereof " $662 ,000,000 ,000" . 

On page 5, line 20, strike "+$2,000,000,000" 
and insert in lieu thereof "+$3,600,000,000". 

On page 5, line 21, strike " + $9,700,000,000" 
and insert in lieu thereof "+$13 ,300,000,000" . 

On page 5, line 22, strike " - $38,700,000,000" 
and insert in lieu thereof " - $35 ,100,000,000" . 

On page 6 , line 11, strike "-$31 ,600,000,000" 
and insel't in lieu thereof " -$30,000,000,000". 

On p a ge 6, line 12, strike " + $6 ,800,000,000" 
and insert in lieu thereof " + $18 ,400 ,000,000". 

on· page 6, line 13, strike "+ $9,300,000,000" 
and insert in lieu thereof " + $12 ,900,000,000" . 

On page 6, line 16, strike "$890,700 ,000 ,000" 
and insert in lieu thereof " $889,100,000,000". 

On page 6, line 17, strike $916,800,000,000" 
and insert in lieu thereof "$911 ,600,000,000". 

On page 6, line 18, strike "$946,700 ,000 ,000" 
and insert in lieu thereof "$937 ,900 ,000 ,000". 

On page 6, line 21 , strike "$60,700,000,000" 
and insert in lieu thereof "$59 ,100,000,000". 

On page 6 , line 22 , s t rike " $86,800,000,000" 
and insert in lieu thereof "$81 ,400,000,000" . 

On page 6 , line 23 , strike " $116,300,000,000" 
and insert in lieu thereof "$107 ,900,000,000". 

The PRESIDING OFFICER. Who 
yields time? 

The Senator from Montana. 
Mr. MELCHER. Mr. President, I am 

offering this amendment to the concur
rent budget resolution to provide addi
tional revenues in the amount of $1.6 
billion for fiscal 1980 and $3.6 billion for 
fiscal years 1981 and 1982. This addi
tional revenue would result from modi
fying the amount of U.S. taxes that 
multinational corporations pay on their 
income earned abroad. It is based on 
Congress changing the U.S. tax law to 
eliminate tax deferrals on U.S. multina
tional foreign income and to require the 
reporting of profits by regular methods. 

Second, a minimum tax of 15 percent 
would be imposed on the foreign source
book income of U.S. companies; that is, 
net foreign profits, after deducting for
eign taxes paid. 

Mr. President, I point out that, as J.P. 
Morgan said years ago, it is the right, 
almost the duty, of an American citizen 
to take advantage of tax laws and to 
avoid paying taxes when that citizen can. 
So I am not levying any criticism at 
multinationals who take advantage of 
U.S. tax laws to suit their own purposes. 

But I am offering these modest steps 
that if made effective by January 1 would 
increase revenues of something less than 
the $2 billion for the 9 months remain
ing in fiscal year 1980 and about $3.6 
billion for a full year. 

Mr. President, I am offering the chance 
to close down some of the tax advantages 
that multinationals now have. I offer 
it on the basis of not just getting more 
money into the Treasury, but on the 
basis of helping the U.S. economy ; to 
make it a little less attractive for multi
nationals to be investing their money 
abroad and manufacturing abroad. 
Hopefully, if it is a little less attractive 
to invest abroad that investment will 
occur in the United States. 

Let me give a couple of examples. 
It is advantageous, for instance, for 

Ford to make cars in Europe to escape, 
first of all , the Common Market duty on 
Fords if they were made in the United 
States and exported to the Common 
Market countries. It makes sense for 
them to do that. 

But I do believe there is a responsibility 
on the part of Ford to help out the 
United States. 

I would like to make it just a little 
less attractive for U.S. companies to 
make heavy investments in the Euro
pean community and in a straight
forward, legitimate, businesslike way to 
manufacture Fords over here: in fact to 
make it a little more competitive for 
Fords made here in the United States. 

Let me give another example of a 
friend of mine. He is about my age, 
which is 55, and having made a substan
tial amount of money in this country, 
my friend finds that at this particular 
time in his life it would be advantageous 
for him to make some investment in 
Taiwan for , of all things, another plant 
manufacturing and assembling televi
sion sets , most of which are to be sold 
in the United States. 

I asked my friend , "Is it such an ad
vantage in labor costs that makes you 

choose Taiwan, to pull your money out 
of the United States, and put it in 
Taiwan?" 

My friend very candidly said, "Yes, 
there is some labor advantage, but my 
accountant tells me that the tax advan
tages are something I cannot afford to 
pass up." 

I said, "What are they?" 
He said, "I don't know, talk to my ac

countant. He understands these things." 
One of those advantages, apparently, 

is tax deferral. Tax deferral, at his age, 
which is about the same as mine, is a 
good idea. Why not defer some income 
during these years to bring back from 
Taiwan to the United States when he is 
retired? Following Morgan's admonition, 
he should. Not only for himself should 
he take advantage of the U.S. tax code, 
but also for his family. 

Obviously, he can bring it back later 
and save quite a bit on U.S. taxes. Some
time in the future he will then pay some 
U.S. taxes that will be less than if he 
w~mld bring them home today, and it 
w~ll be advantageous for himself, for his 
Wife, and for his entire family, the next 
generation of his family. 

Also, because Taiwan has low taxes 
it is also advantageous for the company: 
too, to have the plant there. 

Now, he has a privilege, as we all do, 
not only to take advantage of those loop
holes, but to also recognize that when the 
United States is in trouble, he has, I 
think, a privilege, but also an obligation 
to review what our economic trouble is 
here in the United States and to admit 
that a minimum U.S. tax is entirely 
justified. 

We have in our Tax Code foreign tax 
credits, tax credits that are based on 
the fact that whatever we pay to a for
eign government in taxes will become a 
tax credit against the U.S. taxes on the 
income made abroad. I personally feel 
that we have been overzealous in pro
moting multinational operations abroad 
and probably these foreign tax credits 
have gone too far. 

But I do want to point out that we 
have some 30 different tax treaties with 
approximately 40 industrial nations, and 
to upset our tax laws at this time in
volving foreign tax credits would mean 
that those treaties, probably all of the 
30-odd treaties, would have to be 
amended and renegotiated. 

I do not seek to do that. Hence, I seek 
the easier path. In light of those 30-odd 
tax treaties with different countries, a 
minimum tax on foreign net profits is 
more reasonable, probably more equi
table. 

So that is the reason for including a 
direction or a discussion, at least, in this 
amendment on a minimum tax. 

Now, getting back to the reasons for 
this proposal , why this proposal should 
be accepted. 

First. Under present law, the profits 
of foreign subsidiaries of U.S. corpora
tions generally are taxed only when 
profits are returned to the United States. 
The tax incentives provided by the pres
ent deferral and foreign tax credit rules 
encourage U.S. companies to establish 
their manufacturing operations in for
eign countries rather than in the United 
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States. This incentive results in a great 
drain on the U.S. economy, U.S. jobs and 
the U.S. balance of payments. 

Second. Even after the deferral, a 
minimum tax is necessary because many 
U.S. companies would still largely be able 
to avoid paying U.S. taxes on their for
eign earnings by using the foreign tax 
credits. Since U.S.-based companies 
benefit from the fact that they operate 
from a base in the United States, it is 
only fair that they pay at least some 
minimum amount of tax on their foreign 
source income. 

Third. Moreover, a minimum U.S. tax 
will permit U.S. companies operating in 
the United States and producing goods 
for export to compete on a more nearly 
equal basis with their U.S.-based com
petitors who set up their manufacturing 
operations in the European Economic 
Community (EEC) countries to avoid the 
Common Market duties. 

Fourth. Another reason for the im
position of the minimum tax is to elimi
nate the competitive advantage which 
U.S. companies operating overseas have, 
compared to those operating in the 
United States, which results from the 
fact that income taxes paid to provincial, 
state and local governments in foreign 
countries qualify for the foreign tax 
credit while those paid to States and 
localities in the United States can only 
be deducted. 

Mr. President, the bottom line on this 
issue is tax equity. In 1974, the last year 
for which we have complete figures, the 
effective tax rate on all U.S. corpora
tions' income was 41 percent ($52.4 
billion in U.S. taxes on $126.9 billion in
come) , but the effective tax rate on for
eign corporations' income was only 2 
percent ($942 million U.S. taxes on $46.7 
billion income) . I cannot explain to our 
domestic businessmen why they should 
have to pay more than 20 times the tax 
rate of their fellow businessmen over
seas. 

Mr. President, offering this amend
ment at this point is entirely reasonable, 
entirely rational, and entirely justifiable; 
because, by our previous actions yester
terday, the Senat~ has agreed to in
creased expenditures of some $4 billion 
extra in defense, something that we 
found overwhelmingly necessary to do. 
But it does create a larger deficit. 

We are not jl!stified in creating these 
larger deficits ?nd then not reviewing 
what would be advantageous in our over
all economic situation for securing 
enough taxes to minimize the amount of 
Federal deficit for the coming fiscal 
year. 

This amendment I offer is a very 
modest step. Senators should not think 
that I offer this amendment simply to 
emphasize the need for narrowing the 
deficit. I offer it, also, as a require
ment for the Finance Committee of the 
Senate and the Ways and Means Com
mittee of the House to reexamine the 
U.S. code of taxation of multinationals. 

I take this very modest step as one 
means of economic help for the United 
States. 

All the reasons I have cited are docu
mented and cannot be contested. I think 

this modest step would serve notice on 
the two taxation committees of Congress, 
and it will make sure that they pay at
tention to it. 

I should like to make a couple of im
portant points. First of all , let me ask 
who gets the benefit of these tax breaks 
on foreign income? Twenty percent of 
the companies with foreign income get 
98 percent of the benefit from our tax 
policy on foreign income. These are com
panies with assets of $50 million or more. 
The remaining 80 percent of the com
panies with foreign earnings receive only 
2 percent of the benefits. That is a point 
worth remembering. 

Second, for 1974, the effective tax rate 
on the income of all U.S. corporations 
was 41 percent, but the effective tax rate 
on the income of foreign corporations 
was only 2 percent. 

Mr. President, I reserve the remainder 
of my time. 

The PRESIDING OFFICER. Who 
yields time? 

Mr. MUSKIE. I yield myself 5 minutes. 
Mr. President, first of all, when one 

considers the amendment offered by Sen
ator MELCHER, one must bear in mind the 
nature of the budget resolution. The 
budget resolution cannot write law in any 
sense. It is not an appropriation bill. It 
certainly is not an amendment of the In
ternal Revenue Code, nor can it have 
either of those effects. It cannot force the 
Appropriations Committee to adopt any 
r;articular shape of an appropriation bill, 
whether that appropriation bill applies 
to defense or to social programs. 

All this resolution does is to set overall 
aggregates with respect to total revenues, 
total budget authority, total outlays, the 
resultant deficit, and the resultant na
tional debt. We cannot write tax law in 
this resolution. 

So, however meritorious the proposi
tion advanced by Senator MELCHER, we 
cannot make it come true in this 
resolution. 

For example, this resolution assumes 
an increase of $2 billion in revenues. The 
Budget Committee could not mandate, 
nor can the Senate mandate, how that $2 
billion should be raised. So that without 
adding to the aggregates of revenues as
sumed, Senator MELCHER could argae 
that the $2 billion already assumed in the 
resolution is to be raised by the means he 
suggests, but there is no way for the Sen
ate to mandate even that. 

There were preferences within the 
Budget Committee as to how that $2 bil
lion should be raised. Some thought it 
should be raised as part of the windfall 
profits taxation. Others resisted that and 
felt that it should be raised by other 
means. 

However, the Budget Committee prop
erly did what the Senate must do, also
leave the first decision on that point to 
the Finance Committee. In other words, 
it is for the Finance Committtee to deter
mine, one, whether present tax laws 
would raise the total of revenues assumed 
in the Budget Committee; or, two, if 
they do not, how the additional revenues 
should be raised or provided. 

The Budget Committee cannot man
date the answer to that question, and 

the Senate cannot do that in this reso
lution. 

That is not to say that it is not ap
propriate for a Senator to offer an 
amendment such as Senator MELCHER 
has offered, in order to raise the issue 
and to bring it to the attention of the 
Senate and of the Finance Committee. 
But there is no way of writing the spe
cific change in the Internal Revenue 
Code that he proposes in this resolution 
so that it has the effect of law. 

Mr. MELCHER. Mr. President, will the 
Sen a tor yield? 

Mr. MUSKIE. I will yield in a moment. 
The most he can do is to add to the 

Budget Committee's assumptions of ad
ditional revenue another $1.6 billion. 

In other words, what he is asking us 
to assume is $3.6 billion in additional 
revenues instead of $2 billion, in the 
hope that the additional $1.6 billion 
might be raised by the means he sug
gests; but he can give that wish no bind
ing effect in this resolution. 

The other consequences of what he 
proposes if his amendment were to be 
adopted would be to force the tax-writ
ing committees-the Finance Commit
tee in the Senate-to raise $3.6 billion of 
additional revenues by whatever means 
they chose, instead of the $2 billion that 
the budget resolution contains. The re
action we have had to the $2 billion as
sumption of additional revenue has been 
about 90 percent resistance. 

We were told by those who favor the 
windfall profits tax that we cannot hope 
to realize $2 billion the first year out of 
a windfall profits tax , given the other 
claims on the proceeds of a windfall 
profits tax that will be made-produc
tion incentives, conservation incentives: 
and so forth. 

So that if we enact a windfall profits 
tax, we are being told that our $2 billion 
assumption of additional revenues is un
realistic; and the options for other 
sources of raising that revenue, we are 
told, are minimal. 

The place to persuade the Finance 
Committee as to where additional reve
nue assumptions could be realized, 
whether it is $2 billion or $3 .6 billion, is 
the Finance Committee. I think the $3.6 
billion is an unrealistic proposition to 
impose on the Finance Committee, given 
my reading of the alternatives, whether 
it is this one or some other. 

Since we cannot really write tax law in 
this resolution, I have to confine myself 
to the realism of the revenue assump
tion. 

Senator ARMSTRONG, when he debated 
his amendment, suggested that if faster 
deregulation of oil takes place, revenues 
will increase without any additional tax 
legislation. 

If that happens that may be the way 
in which the additional revenue assump
tions of the budget resolution are met. 
But we are indulging in guesswork when 
we do that. 

The other alternative that confronts 
us is this: that if the economy worsens 
to a greater degree than we anticipate at 
the present time, if unemployment be
gins to climb at a faster rate than we an
ticipate, the effect of that development 
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will be to further shrink Federal revenues 
so that the gap in revenues may be more 
than the $2 billion, more than the $3.6 
billion, and if the economy worsens to 
the degree that it did in 1974-75, it could 
be substantially greater than any of 
those numbers. 

So I do not think that it is wise to add 
to the assumptions of new revenues at 
this point because it could go either way. 
I think the $2 billion is a moderate, mod
est even though resisted, assumption of 
additional revenue, and I think we should 
call it at that point. 

Now I am happy to yield to the Senator 
from Montana. 

Mr. BELLMON. Mr. President, will the 
Senator yield to me for 2 minutes? 

Mr. MUSKIE. He had asked me earlier. 
Mr. MELCHER. Mr. President, I thank 

the chairman for yielding, and he has 
precisely described my motivation and 
rationale for offering this amendment. 
It is not, of course, that we can tell the 
two taxation committees what to do and 
how they come about raising the addi
tional revenue. We cannot tell them how. 
We can ask them, as the concurrent 
budget resolution allows us to do, to pay 
attention to these areas and to modifY 
the law to raise the additional revenue. 

As to the $2 billion, the windfall profits 
tax, which is part of the resolution as 
before us, whether or not the Senate 
Finance Committee and the House Ways 
and Means Committee actually brings 
this legislation to the floor is a question 
having that direction. The chairman has 
pointed out there may be offsetting fea
tures that will not allow the particular 
tax provision to generate an additional 
S2 billion. 

But that is precisely the reason that I 
offer this amendment at this time. It is 
to ask those committees, and to tell 
them, that it is the will of Congress that 
they attempt to bring back to the House 
floor and the Senate floor such tax modi
fication in the form of legislation. 

I remind the chairman, and hope I am 
correct, that I am advised that the first 
concurrent budget resolution in the 
House of Representatives for last year 
contained room in it, as presented by my 
friend Congressman VANIK, for readjust
ment of the tax credit. That later was 
dropped in conference. But is was a pro
cedure that was used by the House of 
Representatives in approving the first 
concurrent resolution. Is that correct? 

Mr. MUSKIE. I think that is correct. 
Let me say at this point there is room 
in the resolution now for tax action by 
the Finance Committee. I am arguing 
against making more room, not because I 
am opposed necessarily to this particular 
approach. But I am not getting involved 
in that. I just think that the $2 billion of 
room that we have left for action by the 
Finance Committee is about all we can 
expect to be done in the present environ
ment. I do not quarrel with the Senator's 
right to urge this tax course. But the 
problem I have is trying to find the pros
pects for $3.6 billion in additional reve
nues in fiscal year 1980 out of any pros
pects that have been spelled out to me. 
There is room in the resolution as it is, 
and I urge the Senator, having made his 

argument and continuing to make it as 
long as he wishes, that he urge that the 
room that is now in the resolution be 
used for his proposition, because I do 
not think that the result with respect to 
his proposition will be any different than 
it would be if you raised that room to 
$3.6 billion. 

You would simply, I think, reduce the 
prospect that we could indeed implement 
that requirement of the budget resolu
tion and, if we failed to realize that pros
pect, the net effect would be that we 
would be holding out to the public that 
we were holding the deficit down by a 
$1.6 billion figure that we cannot re
alize. I do not think we should hold out 
false prosr:ects to the people of this coun
try in that connection. That is my point 
o£ view. 

Senator PACKWOOD is here as a mem
ber of the Finance Committee and he can 
address the specific proposition, I think, 
and even the prospects for additional 
revenue. 

Mr. PACKWOOD. Mr. President, I ap
preciate the chairman's indulgence. I did 
just come from the Finance Committee 
meeting. We started out talking about 
energy funds. We started adding up the 
cost of even the credits that we wanted 
to have for energy conservation, for 
solar. My guess would be that 90 percent 
of the credits we would like to adopt we 
would like to vote for but it turns out we 
were going to use up more money with 
the credits than there is money. 

So we had to think to ourselves where 
do we find this money? We are not quar
reling with the $2 billion, and we are 
going to raise it and we will find it, may
be in the windfall profits tax. It may be 
in some other variety of devices. We will 
find it. I can assure the Senator from 
Montana that we are already hard 
pressed enough to cut off the $1.4 billion 
in savings we are going to make. We are 
going to be hard pressed to find the 
$2 billion. 

So on the procedure of directing the 
committee to go in this direction and on 
the difficulty of finding it I can assure 
you the chairman is right. 

Second, on the particular subject, de
ferral of foreign source income, we have 
marched up and down this floor twice in 
the last 3 years, in 1976 and last year on 
this subject of deferral of foreign source 
income. We have had long debates and 
we have had votes on the floor. Last year 
it was decisively defeated. I only learned 
about this a few minutes ago. As I re
call the vote was around 70 to 30 if there 
were 100 votes. I may be off five votes on 
that. But it was very decisively defeated. 

Third, on the merits, and if the Sena
tor from Montana will forgive me be
cause I am trying to pull out of my mem
ory from the debates 3 ~~ years ago, de
ferral of foreign source income, if we 
eliminate it, it would be one of the big
gest tragedies from the standpoint of 
our exports of anything we could do. 
What we have discovered in past hear
ings is that only about 6 percent of the 
goods that are manufactured overseas 
come back to this country and about half 
of th03e are under the Canadian auto 
agreement. I questioned the merits of 

that, but we agreed to that years ago. 
Very little comes back to this country. 

Fourth, if we were to eliminate defer
ral of foreign source income and effec
tively force all of those companies back 
to the continental United States, that is 
what we would do because all of the 
other countries in the world, the indus
trial countries not only allow deferral 
but at least as of 2 years ago only two 
countries even taxed the income when it 
was brought back, only two. The rest of 
them let you keep it overseas, or bring 
it back, because they regard the over
seas markets as critical and the deferral 
of foreign source income serves those 
markets. What we discovered was that if 
we brought back all of the companies 
that now operate overseas and say, "You 
are going to serve those markets by ex
port from the United States," we would 
be lucky to hold 20 percent of what we 
now serve by having those companies lo
cated in those countries. 

We also discovered, and again I am 
digging in memory, but as I recall, over 
half the exporting overseas goes to coun
tries involved in operating overseas. 
There are parts that are manufactured 
here. There will be a piece of an engine. 
We used to not have any of those busi
nesses at all. 

On a net jobs figure, I cannot recall 
whether on net jobs it exceeded a mil
lion or slightley below it, but on net jobs, 
deferral of foreign source income pro
vides jobs. 

If the Senator from Montana wants to 
go into an extensive debate on another 
occasion on this I will be prepared and 
happy to go through it at length. But re
calling from mind, just from my memory 
what I recall, there are almost no argu
ments in my mind that would justify 
elimination of foreign source income. 
Also, to put it on this bill and direct the 
Finance Committee to do something that 
this Senate twice in 3 years has turned 
down after extensive debate and turned 
down the last time by an overwhelming 
margin, I think would be an act of fool
ishness considering the Senate's position. 

Mr. MELCHER. I thank the Senator 
from Oregon for his comments. I am 
well aware of his position on the issues, 
based on previous votes. But there are 
two points that need to be offered in 
rebuttal. 

First of all, the argument that we 
should continue to support deferrals and 
tax credits because other nations do it is 
one that I do not think holds much 
water. If we were talking about defense 
policy instead of economic policy, which 
we are discussing today, I wonder 
whether the proponents of the argument 
for deferral and for nontaxation by the 
United States of foreign profits would 
be arguing that we should follow France, 
Japan. or any other country in formulat
ing defense policy. 

I think it is apparent from the action 
the Senate took yesterday that we make 
our own decisions on defense policy. We 
are very apprehensive about our defense 
stature, and want plenty of room in this 
concurrent budget resolution for defense 
needs. 

The second point, I would say to my 
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friend from Oregon, is that the invest
ment income from abroad for 1976 was 
$29.3 billion. Meanwhile, reinvestment of 
foreign income overseas and capital out
flows from the United States for 1976 
was $12.4 billion. Imports to the United 
States from foreign affiliates amounted 
to $35.9 billion. The result is a net dollar 
outflow. 

I think that what we ought to really 
be weighing here is the economic con
dition of the United States. What about 
jobs? If overseas investment creates 
U.S. employment and foreign tax de
ferral enhances U.S. employment by 
shipping U.S . parts overseas, I would 
agree with my friend from Oregon. But 
those parts are not adjusted on the basis 
of what they are worth at the time they 
are manufactured here and taken over 
for assembly into some final product. 

If there is not a loss of jobs from 
foreign investment, why is it that the 
AFL-CIO and the United Auto Workers 
are opposed to both foreign income tax 
deferral and foreign tax credits even 
more than I am? I am not violently op
posed; I am simply interested in some 
balance in this thing. 

Mr. PACKWOOD. Can we separate the 
question of deferral from the question 
of tax credits? 

Mr. MELCHER. Yes. 
Mr. PACKWOOD. On the credits, what 

the Senator is saying is that if you have 
taxes overseas, you would have to pay 
taxes here on the same income. If we 
are going to compete for a market in 
Brazil, for example, and we set up a plant 
and Germany sets up a plant, so that 
each has to pay Brazil taxes of, say, $150, 
you can offset that $150, so that you do 
not pay an additional tax on it in the 
United States. 

That is a matter of comity, and in 
many cases treaty, in all of the indus
trialized nations of the world. It also 
works in reverse. Volkswagen, in Penn
sylvania, pays taxes in the United States, 
and they are allowed to credit their 
United States taxes against their Ger
man taxes. That is a matter of comity 
which works well for all industrialized 
nations in terms of comity in commerce. 

Mr. MELCHER. For which we have a 
treaty, with which I am not tampering. 

Mr. PACKWOOD. You mentioned the 
word "credits." 

Mr. MELCHER. That is right. I am 
not tampering with it; I only bring tax 
credits in to assure you that there is a 
cause for concern. But I am not tamper
ing with treaties, I am only asking for a 
minimum tax, a minimum responsibil
ity and the tax treaties remain in place. 

Mr. PACKWOOD. Are you talking 
about the deferral of foreign source in
come? 

Mr. MELCHER. Two things: The de
ferral of foreign source income, and a 
minimum tax of 15 percent on net for
eign profits. 

Mr. PACKWOOD. Let the record be 
clear, then, about how the deferral works. 
If an American company like General 
Motors goes into a 50 to 50 partnership 
with, let us say, Philips, and they decide 
to open up a plant in China on a 50 to 50 
basis, and General Motors thinks to it
self, we will get this market early and 
get the jump on the Japanese, and they 

decide, for 4, 5, 6, or 7 years, to leave 
their earnings there, expand their plant 
and their sales forces, and never bring 
that money home, they have two prob
lems. They cannot do it forever. Let me 
assure you, according to figures of 2 or 3 
years ago , at least 50 percent of that 
money is brought home every year now. 
They have to do that, to satisfy their 
shareholders. No one is going to invest 
in a company that never brings its in
come back. As a rational shareholder, 
you have to ask yourself, "At some stage 
am I going to get something back?" So 
they bring about half of it back. 

The biggest exporters from the United 
States are those companies that are 
overseas, because that is where the mar
kets are, and ironically that is the rea
son that many foreign companies are 
coming here to open up. We go where we 
think there are good markets. In some 
cases we go additionally because of local 
component laws requiring that some
thing be assembled in that country, un
der their law. We do not go to escape 
taxes. 

According to the Treasury Department 
last year, if we eliminate foreign source 
income, it ends up being a net revenue 
loss to the Treasury, and we do not get 
any jobs and will have to find some more 
money. 

I would inform the Senator from Mon
tana that if he wants to go deeper into 
this, defer it on this bill and I will ce 
happy to go into further hearings with 
the F-inance Committee, and bring up to 
date all the data that we assembled sub
stantially between 3 years ago and a 
year ago, showing that certain com
panies operating overseas are net job 
producers, net income earners, and net 
balance of trade surplus producers. 

Mr. MUSKIE. Mr. President, how much 
time remains on this amendment? 

The PRESIDING OFFICER (Mr. 
BoREN) . Eighty and one-half minutes al
together. 

Mr. MUSKIE. I would like very much, 
without unnecessarily or unfairly limit
ing debate, to reduce the time. How much 
time do we have left overall? 

The PRESIDING OFFICER. There are 
169 minutes left, totally. 

Mr. MUSKIE. We have 169 minutes 
left to complete the debate on this 
amendment and to consider at least two 
other amendments. The two other 
amendments would require 140 minutes, 
and if we used up the entire 80 minutes 
available here, we would need 220 min
utes, and what we have left is--

The PRESIDING OFFICER. One hun
dred and sixty-nine. 

Mr. MUSKIE. So I would like very 
much to accommodate-! think there are 
three other amendments. At any rate, 
if it would not deprive Senators of time 
they think they desperately need, I won
der if we could reach an agreement at 
this time on a time limitation. 

How much time does the Senator from 
Montana have remaining? 

The PRESIDING OFFICER. Thirty
seven and one-half minutes. 

Mr. MUSKIE. And how much time do 
I have? 

The PRESIDING OFFICER. The 
Senator has 42 minutes. 

Mr. MUSKIE. Do you suppose we 

could agree to 10 minutes on a side for 
the remainder of the discussion? 

The PRESIDING OFFICER. Is there 
objection? 

Mr. DANFORTH. Mr. President, re
serving the right to object, I would like 
to proceed, if I could, against Senator 
MELCHER's amendment for perhaps 5 
minutes or less. 

Mr. PERCY. Mr. President, I would 
like about 2 or 3 minutes. 

Mr. MUSKIE. Well, I think the 10 
minutes would accommodate that. 

Mr. PRESSLER. Mr. President, I 
would like about 3 minutes, if I could, 
in support of the amendment. 

The PRESIDING OFFICER. Is there 
objection to a limitation of 10 minutes 
to the side on the amendment? The 
Chair hears none, and it is so ordered. 

Mr. MUSKIE. I yield to the Senator 
from Missouri. 

Mr. DANFORTH. I thank the chair
man of the committee. 

Mr. President, deferral appears to be 
one of the few tools we have in our law 
for improving our total trade picture. 

I am sure it is a debatable tool, but it 
is there. It is one of the few things that 
we have right now in our Internal Reve
nue Code which has some effect on 
exports. 

As opposed to that, other countries, 
which use the value-added tax, in effect, 
subsidize exports through their tax 
policy. We do not have a value-added 
tax in the United States. Some people 
have proposed having one. It is going to 
be very controversial. There are pluses 
and minuses. But certainly, it is a long 
time coming, if we are going to have one 
at all. 

What we do have is DISC and we have 
deferral. That is about it. There is no 
doubt, I have never heard it questioned, 
that it has at least some positive effect 
on our balance of payments. 

What we are dealing with here is a 
very serious matter; that is, that we have 
a very substantial trade deficit in Ameri
ca and it is a novelty for us. Until 1971, 
we never had a single year when we had 
a deficit in trade. Then, in 1971, we 
started incurring deficits and last year, 
we had about a $30 billion deficit, and 
the year before, we had about a $30 bil
lion deficit. 

Some people say, well, that is just all 
oil, it is all the fact that about half of 
the oil that we use is imported oil. Mr. 
President, I point out that Japan, which 
imoorts 100 percent of its petroleum, in 
1977 maintained a $17.3 billion trade 
surplus. So the fact of the matter is that 
it is not all energy. It is the fact that, in 
the United States, trade policy has taken 
a back seat. Trade has been one of the 
underemphasized aspects of our econom
ic situation. Trade has been a matter 
which has received bottom-of-the-pile 
treatment from the Treasury Depart
ment, not just in this administration but 
for a long, long history. 

American business. during the time 
when we were expanding our own fron
tier westward, was content to avail it
self of ever-expanding domestic markets 
for what we made. Now we are beginning 
to realize that we are going to have to 
deal in the world and that our economic 
future is going to depend very largely on 
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our ability to do business, not only at 
home but throughout the world. 

DISC, I am sure is not a panacea for 
all of our problems, but it is one aspect, 
one part of the picture. I would really 
hate to see us, in the U.S. Senate, take 
the position, when we are on the ropes 
in international trade, that we are going 
to weaken our stance even more than it 
already has been weakened. 

Mr. PERCY. Will the distinguished 
Senator yield for 3 minutes? 

Mr. PACKWOOD. Yes, I yield. 
Mr. PERCY. I concur fully with my 

distinguished colleague from Missouri. 
We both have, in our States, Missouri 
and Dlinois, a great many companies 
that do business abroad. Caterpillar 
Tractor, the largest single employer in 
the State of Dlinois, with 50,000 jobs, 
creates, itself, $1 billion in balance-of
trade surplus for this country. I could not 
imagine any blow that would be harsher 
to their objective of maintaining their 
en:ployment in this country by being able 
to expand abroad and compete effectively 
with other manufacturers than the 
amendment by our distinguished col
league from Montana. It would be just 
one more impediment that American 
business has. 

We have so many impediments in con
trast with manufacturers in Japan, Ger
many, and other countries that to add 
one more could break the back of 
industry. 

I thought we had long since debated 
this issue. I remember going back and 
debating it with the former Senator from 
Indiana, Mr. Hartke. I think the proof 
is absolutely there that giving us the 
flexibility to manufacture abroad creates 
jobs here at home and creates exports. 

We have official studies and private es
timates showing that from one-fourth to 
one-half of total U.S. exports go to for
eign affiliates of U.S. firms. Secretary 
Vance has said that nearly 10 million 
American jobs depend on U.S. exports. 
This means that between 2.5 million and 
5 million American workers are produc
ing exports to foreign affiliates of Ameri
can companies. 

By requiring every American plant to 
pay taxes before it repatriates those 
earnings, we put them at a disadvantage 
with other countries that are stimulating 
and encouraging their manufacturers. 

We are simply putting barnacles on 
them and discouraging them. 

The Governmental Affairs Committee 
right now-with the help of our dis
tinguished colleague <Mr. CoHEN), is 
working diligently to reorganize the 
whole approach the United States is tak
ing, because we realize that we have 
fallen so far behind Germany, Japan, 
and other countries that are big in ex
ports, creating balance of payments, 
creating surpluses, overcoming their 
deficits, paying for their oil imports that 
way. We are doing a magnificent job in 
one area, agriculture; we are lagging in 
the field of manufacture. To add then 
another load on the manufacturers, to 
whom we are looking now to create in
creased markets, I think, would be very, 
very counterproductive. 

Last year, Arthur Andersen & Co. did 
a study using actual tax records of 88 
companies for the year 1976. This was 

a rich sample. The participating com
panies are estimated to account for 37 
percent of U.S. foreign manufacturing 
profits. 

It is true that business sponsored this 
study, but the reputation of Arthur An
dersen & Co. for objectivity needs no de
fense. 

The results show that the U.S. Treas
ury would only obtain increased reve
nues if everything stayed the same. The 
companies would then have paid $206 
million more in taxes. But, if they acted 
in their best bottom-line interests, the 
results would be far different. The U.S. 
Treasury would collect $153 million less 
while foreign governments would have a 
windfall in withholding taxes of $377 
million. 

I have manufactured in a dozen coun
tries abroad and distributed in over 100 
countries. From my own personal experi
ence, I can say that there are just so 
many loads that American industry can 
carry and still remain competitive. We 
are already trying to work on some where 
we are so far behind other countries
amortization, depreciation. That is where 
our advantage is today. We need the ex
perience of brushing up against other 
manufacturers abroad just to see that 
we do stay competitive in worldwide mar
kets. I think the rejection of this amend
ment would be in the interest of all those 
objectives and goals that we have long 
sought. 

Mr. PACKWOOD. I thank both the 
Senator from Illinois and the Senator 
from Missouri. 

Mr. President, I want to correct the 
RECORD. I indicated that we had voted 
on this last year and the vote was roughly 
70 to 30. It was on October 9. The vote 
to defeat an identical motion was 61 to 
17. 

The PRESIDING OFFICER. Who 
yields time? 

Mr. MUSKIE. Mr. President, I assume 
the Senator from Montana might like 
to use some time at this point. 

Mr. MELCHER. Mr. President, first of 
all, let me explain to my learned col
leagues, in case they have not had the 
opportunity really to examine this, that 
the question of deferral is treated with 
a minimum tax. It is important to keep 
that in mind. 

What about the deferral? As the Sen
ator from Oregon has said, over 50 per
cent of foreign income comes back to 
the United States. One-half is brought 
home. Why not bring one-half home? 
Why not? That is the part that is shel
tered by the foreign tax credit part of 
U.S. tax codes. It comes home, but no 
tax is collected. It is sheltered. 

Why not leave one-half abroad? That 
is only good busir.ess. Perhaps the Sen
ator from Oregon was not here when 
in my opening remarks, I reminded th~ 
Senate of what J.P. Morgan said, about 
a century ago. It is not only the right of 
every U.S. citizen to avoid paying 
taxes, it should be considered a duty. 
So why not bring half home under for
eign tax credits? It is sheltered. They 
are not going to pay tax on it. 

Why not leave the other half over 
there in a foreign country? Why bring 
it home? It would have to be taxed. 

So the question of deferral goes right 

with a minimum tax. Sure, if you want 
to collect any taxes, you will not have 
deferral and you will also have the 
minimum tax. They do go together. 

Now, what about deficits? Whom are 
we trying to kid as to why we have had 
trade deficits in the United States now 
for the last few years? We have trade 
deficits because of the price of oil, and 
those deficits are going to increase. Sure, 
I want to make us more competitive 
abroad. That is really what I want to do. 

The Senators mentioned agriculture, 
and where does agriculture come in on 
the basis of a deferral or a tax credit? 
We have agriculture going forward on 
exports from the United States and they 
do not need deferral, nor could they use 
it, nor could they use tax credits. They 
are not available to them and yet we are 
the most competitive nation in the world 
in agricultural exports. 

The question now of getting more of 
our manufactured goods abroad is being 
met in two ways and one is by the de
valuation of the dollar. 

We will sell much more abroad because 
it is much more attra:::tive as long as ec.)
nomics continue to force devaluation of 
the dollar. 

But that is a nonsensical way of in
creasing our exports of manufactured 
goods. That is self-defeating. 

What I am trying to do here is make 
our economy just a little bit stronger, to 
make it a little less attractive to invest 
abroad, and increase our productivity 
here. 

How did Japan get so much of their 
market abroad? Some of it was through 
our benevolence in our trade policies, 
but also it is because they increased their 
productivity. They did not do it by build
ing plants abroad, they did it by building 
plants in Japan and becoming more pro
ductive and making their existing plants 
in their country more productive. 

That is exactly what this proposal 
would help to do, increase our produc
tivity here. It would make it more at
tractive for investment here in the 
United States as compared to investment 
of profits abroad. 

Mr. President, I reserve the remainder 
of my time. 

Mr. MUSKIE. Mr. President, I have no 
more than 30 seconds or so. 

I have listened with interest to the de
bate on the merits of the proposal. I 
found it an educational exercise and ap
preciate the opportunity to listen. 

But what I am concerned with here as 
chairman of the Budget Committee in 
this budget resolution is that what is in
volved is not the merits of this or any 
other amendment to the tax code. We 
cannot write an amendment to the tax 
code in this resolution. 

What is involved is whether or not $2 
billion of assumed additional revenue is 
all we can realistically expect as a con
tribution to a reduction in the deficit. 

I think it is all we can expect, and to 
add the $1.6 billion of this amendment 
to that expectation is, in my judgment, 
unreal. 

Whether or not the Senator from Mon
tana's proposition should be the means 
of raising the $2 billion assumed in the 
budget resolution is a legitimate process 
for consideration, but not by this Senate 
at this time, not on this resolution. 
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I think the $2 billion figure is the re
alistic figure on revenue expectations. 
For that reason, I would oppose the 
amendment, which would raise those 
expectations. 

The PRESIDING OFFICER. Who 
yields time? 

Mr. MELCHER. Mr. President, I ask 
for the yeas and nays on the amend
ment. 

The PRESIDING OFFICER. Is there 
a sufficient second? There is a sufficient 
second. 

The yeas and nays were ordered. 
Mr. MELCHER. In closing, Mr. Presi

dent, the point has been made that the 
Senate has discussed this before. 

Sure, it has been discussed before. 
But it should be discussed again. It is 
time it is reevaluated now, particularly 
in light of the fact that Germany and 
Japan are moving to end deferral, be
cause conditions have changed. 

We need to help our economy now. 
The measure before us is a concurrent 

budget resolution. We need to have some 
direction of where we are going in the 
coming fiscal year and the year beyond 
that. 

Consideration of this issue, of course, 
must be by the Finance Committee and 
by the House Ways and Means Commit
tee. But it is entirely proper to address 
the subject in our final concurrent 
budget resolution and to recognize that 
by our vote we indicate to those two com
mittees to reevaluate the situation at 
this time as it affects the U.S. economy. 

I think it is time we do that. I believe 
it is time we helped the U.S. economy. I 
say that this is one way we can do it. 

I hope the Senate can agree to the 
amendment. 

Mr. JAVITS. Mr. President, I oppose 
any removal from the tax laws of the 
so-called deferral of U.S. taxes on for
eign source income until it is actually 
received by the U.S. taxpayer. 

No other country in the world taxes 
such income until it is repatriated, and 
some countries, such as France and the 
Netherlands, do not tax foreign-source 
corporate income at all because they 
realize the importance of strong over
seas affiliates in maintaining a high level 
of exports and jobs back home. 

This issue was thoroughly aired dur
ing last year's debate on the tax bill, and 
during that debate it was demonstrated 
clearly that any removal of deferral 
would be very harmful to American ex
ports, provide at least 8 million jobs in 
the United States. Elaborate studies have 
shown that foreign affiliates of U.S. com
panies account for about 25 percent to 
30 percent of U.S. exports by buying 
components for their U.S. factories, and 
by having their distribution systems pull 
through other complementary products 
from U.S. factories. 

Senator MELCHER has indicated that he 
seeks to raise additional revenues by 
eliminating deferral. The exact oppo
site result would, in fact, occur. In April, 
1978 Arthur Anderson & Co. undertook 
a study, entitled "The Elimination of De
ferral: The Effect of Additional Foreign 
Tax Payments on U.S. Treasury Reve-

nues and Company Tax Costs," which 
concluded that: 

If deferral is eliminated ... there would 
be a substantial additional tax cost to the 
companies, a substantial revenue loss to the 
Treasury and all of the revenues would go to 
foreign governments. In short, if deferral is 
eliminated, the U.S. companies and the U.S. 
Government would both be losers and for
eign governments would be the beneficia-ries. 

In conclusion, Mr. President, we can
not afford to lose both our export mar
kets and U.S. revenue at this critical time 
of danger for the United States and in
ternational economy. 
• Mr. DOLE. Mr. President, the amend
ment introduced by the Senator from 
Montana is misguided. It would place 
American-based firms at a serious com
petitive disadavantage. There is not a 
single country in the world that I am 
aware of that taxes income until it is re
patriated. Many countries do not even 
tax the earnings of foreign subsidiaries 
at all. 

Mr. President, it has been a well set
tled principle and American tax law that 
a domestic company should not have to 
pay taxes on their profits earned by 
foreign subsidiaries until those profits 
are received as a dividend. The unre
patriated income which is subjected to 
tax by the foreign governments is needed 
for the expansion of the business abroad. 
It is not good policy to subject those 
earnings to U.S. tax when they are not 
brought back to this country. 

Mr. President, the Senate has dis
cussed this issue before. Last year during 
the consideration of the Revenue Act of 
1978, an amendment introduced by 
Senators CHURCH and KENNEDY was re
soundly defeated. 

The defeat was by the margin of 61 
yeas to 17 nays. The Senate is on record 
of continuing this sound principle. 

Over the past years, Congress has ad
dressed deferral on many occasions. I 
am satisfied that actions taken in recent 
years have eliminated some of the po
tential abuses in deferral. For example, 
in the 1976 Tax Revenue Act. Congress 
tightened the law. Foreign personal 
holding companies, foreign base com
panies. and other foreign operations are 
strictly regulated. The current law and 
regulations are very detailed and specific 
and leave little room, if any, for tax 
avoidance. 

Last year, released to the President 
was a Treasury recommendation that 
deferral not be eliminated. The Treasury 
Department indicated that the elimina
tion of deferral, which in the long run 
results in a loss of revenue to the Gov
ernment since it will encourage foreign 
countries to impose higher taxes on in
come withdrawn from their countries 
than they would if deferral were 
retained. 

The memorandum also supported my 
argument that to deny tax deferral 
means that income from U.S. invest
ments abroad would be discriminated 
against other investments in the same 
foreign country. 

Mr. President, the Senate Finance 
Committee will not approve what the 
Senator from Montana suggests. Tax de-

ferral is a sound principle and a neces
sity in international commerce.• 

Mr. MUSK.IE. Mr. President, if we can 
yield back the remainder of our time--

Mr. MELCHER. I yield back the re
mainder of my time. 

Mr. MUSKIE. I yield back the remain
der of my time. 

The PRESIDING OFFICER. All time 
has been yielded back. 

Mr. MUSK.IE. Mr. President, I think 
there are at least two other amendments 
in the wings. 

AMENDMENT NO. 444 

(Purpose: To promote gasohol development) 

Mr. PRESSLER. Mr. President, I call 
up my printed amendment. 

The PRESIDING OFFICER. The 
amendment will be stated. 

The assistant legislative clerk read as 
follows: 

The Senator from South Dakota (Mr. 
PRESSLER) proposes an amendment num
bered 444. 

Mr. PRESSLER. Mr. President, I ask 
unanimous consent that further reading 
of the amendment be dispensed with. 

The PRESIDING OFF·ICER. Without 
objection, it is so ordered. 

The amendment is as follows: 
On page 2, line 5, strike " $514,700,000,000" 

and insert in lieu thereof "$514,840,000,000". 
On page 2 line 6, strike "$603,600,000,000" 

and insert in lieu thereof "$603,752,000,000". 
On page 2, line 7, strike "$658,400,000,000" 

and insert in lieu thereof "$658,590,000,000". 
On page 2 , line 11, strike "$2,000,000,000" 

and insert in lieu thereof "$2,140,000,000". 
On page 2, line 12, strike "$9,700,000,000" 

and insert in lieu thereof "$9,852,000,000". 
On page 2, line 13, strike "$38,700,000,000" 

and insert in lieu thereof "$38,510,000,000". 
On page 2 , line 16, strike "$632,200,000,000" 

and insert in lieu thereof "$632,340,000,000". 
On page 2, line 17, strike "$649,200,000,000" 

and insert in lieu thereof "$649,352,000,000". 
On page 2, line 18 , strike "$722 ,500,000,000" 

and insert in lieu thereof "$722,690,000,000". 
On page 2, line 21, strike "$542,700,000,000" 

and insert in lieu thereof "$542,840,000,000". 
On page 2, line 22, strike "$588,600,000,000" 

and insert in lieu thereof "$588,752,000,000". 
On page 2, line 23, strike "$632,800,000,000" 

and insert in lieu thereof "$632,990,000,000". 
On page 5 , line 10, strike "$41,000,000,000" 

and insert in lieu thereof "$41,140,000,000". 
On page 5, line 11, strike "$7,000,000,000" 

and insert in lieu thereof "$7,140,000,000". 
On page 5 , line 13, strike "$4,700,000,000" 

and insert in lieu thereof "$4,852,000,000". 
On page 5, line 14, strike "$7,600,000,000" 

and insert in lieu thereof "$7,752,000,000". 
On page 5 , line 16, strike "$24,200,000,000" 

and insert in lieu thereof "$24,390,000,000". 
On page 5, line 17, strike "$9,500,000,000" 

and insert in lieu thereof "$9,690,000,000". 

Mr. PRESSLER. Mr. President, my in
tention is to withdraw my printed 
amendment No. 444, which proposes to 
adjust upward the outlays for the energy 
function in the second budget resolution. 
I do so with reluctance but with assur
ances that fuel alcohol will be given 
every consideration within energy func
tion 270. 

As my remarks in yesterday's CoN
GRESSIONAL RECORD clearly indicate, I am 
completely convinced that the Congress 
would be making a big mistake if it did 
not, this year ~or a substantial 
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inducement for further gasohol research, 
development, and, most importantly, ac
tual production of this valuable fuel. 

As a recent Department of Energy re
port stated "ethanol is the only alterna
tive fuel commercially available now, 
and the only one likely to be available in 
quantity before 1985." An article in yes
terday's Washington Post well points 
out the current feasibility of fuel alcohol 
use. I ask unanimous consent, Mr. Pres
ident, that this article, which reports 
the large scale use of alcohol and gaso
hol in automobiles in Brazil, be printed 
at the conclusion of my remarks. 

The PRESIDING OFFICER. Without 
objection, it is so ordered. 

(See exhibit 1.) 
Mr. PRESSLER. Mr. President, I am 

aware that the Senate Budget Commit
tee in its markup of the second resolu
tion adopted a motion by Senator METZ
ENBAUM to add to the originally proposed 
outlays for the energy supply mission. As 
the official record for the markup indi
cates, the committee adopted the dis
tinguished Ohio Senator's motion to add 
$300 million to 1981 outlays and $600 
million to 1982 outlays for the energy 
supply mission within the energy func
tion in order to permit additional energy 
conservation and gasohol efforts. I voted 
for the motion which incorporated the 
higher Metzenbaum motion figures. 

So, Mr. President, the purpose of my 
offering this amendment is to further 
bolster the Senate's commitment to the 
gasohol energy alternative. With sub
stantial additional funds soon to be made 
available for more expensive and exotic 
synfuels technologies we must insure 
that incentives for gasohol production 
are not lost in the shuffle. 

My amendment would go a step be
yond the Budget Committee's endorse
ment of gasohol in the committee's 
adoption of higher energy supply outlay 
numbers by providing specific outlays 
increase for that function so that more 
gasohol research and production could 
go forward. 

It would help the gasohol effort im
mensely if today on the Senate floor we 
could get some indication that the Sen
ate-House conference on the budget res
olution would include express recognition 
of the gasohol synfuel alternative. 

I am afraid much of the money in the 
intended various energy programs for 
synthetic fuels and elsewhere will not 
sufficiently be turned toward research 
and development of fuel alcohol and 
gasohol. 

That was the purpose of my amend
ment. That is the intention. 

EXHIBIT 1 

(From the Washingt on Post, Sept. 18, 1979] 
BRAZIL PROMOTES PURE ALCOHOL 

ALTERNATIVE FuEL 

Rio DE JANEIRO .-Brazilian President Fi
gueiredo now rides to all official functions 
in a Ford LTD limousine that runs on pure 
alcohol. The other day he was photographed 
driving an alcohol-powered Beetle on the 
streets of Brasilia. 

Within months, the first chief of state to 
use an official car running on pure alcohol 
will be joined by thousands of his fellow
citizens. Gen. Figueiredo and the head of the 
Brazilian Association of Automobile Manu-

facturers are scheduled t o sign an agreement 
Wednesday aimed at put ting 1.7 million 
a lcohol-powered cars on t he highways over 
t he next five years. 

The accord is the latest step in the govern
ment s ' ambitious , long-term plan to end de
pendence on costly imported oil. Brazilian 
cars already run on gasohol , a mixture of 
20 percent alcohol wit h gasoline and the 
ult imat e aim is for pure et hyl alcohol to be 
t he basic auto fuel. 

Under t he agreement, auto manufacturers 
in Brazil are to produce at least 230 ,000 
alcohol-powered vehicles a year for the do
mestic market , beginning in 1980. (Anot h&r 
500 ,000 exist ing cars are to be converted.) 
Signatories to the accord include the lo :::al 
subsidiaries of General Motors , Ford , Volks
wagen and Fiat. 

"What Brazil has come up with here is a 
way of saving the automobile," says Prof. 
Jose Goldenberg of the University of San 
Paulo, former president of the Brazilian 
Society of Physicists. "When the world's oil 
supplies run out, the car will be obsolete 
unless an alternative fuel supply is ready.'· 

The Brazilian government is to guarantee 
t h at production of sugar cane , which when 
refined yields the alcohol, will be sufficient 
to supply the cars. It is to replace its entire 
offi cial fleet of conventional cars with alco
hol-powered autos. 

The alcohol program has been a top energy 
priority here since the 1973 oil crisis. Rising 
prices and the oil supply crunch triggered by 
the Iranian crisis have accelerated the 
Brazilian drive for energy independence . 

Brazil currently has six million cars and 
a growing industry that produces more than 
a million vehicles annually. Government 
statistics have predict ed that the 1979 oil
import bill will reach $7.5 billion. 

As a result of the government drive , ethyl 
alcohol output here already has jumped from 
169 million gallons in 1975 to an estimated 
910 million gallons this year-more than 
tot al alcohol consumption in the rest of the 
wo rld. 

The Brazilian goal is to produce at least 
2.75 billion gallons a year by 1985. To achieve 
that target , the government program calls 
for investments of $11 billion in distillerie·; 
and other alcohol-related projects through 
1984. 

"Brazil is the only country in the wcrld 
that has already made official an alternative 
energy program based on alcohol," said Gen
eral Motors to Brazil President Joseph San
chez. "The government has reacted in a 
realistic and rational manner," to the energy 
crisis. 

At General Motors' plant in Sao Paulo 
state, the first 252 alcohol-powered vehicles 
rolled off the assembly line last week des
tined for a government agency. Early next 
year, GM will begin mass producing its alco
hol-powered vehicles for the public. 

GM says its new motor, developed in 
Brazil by an international technical team 
and capable of running on gas, alcohol or a 
combination of the two, is the first "multi 
fuel " engine. To restructure its Brazilian 
operation and expand production, GM plans 
to invest $500 million here during the next 
four years. 

By 1982, GM expects to be manufacturing 
330,000 of its multifuel engines at the re
vamped Brazilian plant. Of that total, all but 
80,000 will be earmarked for export to 
Britain, Japan, West Germany and Australia. 

A General Motors spokesman here said, 
however, that the company has "no plans at 
present" to export the four-cylinder multi
fuel engine to the United States or to manu
facture it at the company's parent plant in 
Michigan. 

"Theoretically, there are no barriers that 
would prevent us from selling or making our 
line of alcohol fueled vehicles and engines in 

the U.S.," said Jairo Lottle of GM. "It's just 
not in our plans at the moment." 

Ford in Brazil. which lat er this mont h will 
begin mass-producing an alcohol-powered 
version of the LTD and two other models in 
its 1980 line, also says that it does not envi
sion exports to the United States in the 
near future. Production is aimed at meeting 
local demand first. 

"At this point, it doesn't depend as much 
on us as the Brazilian government," said en
gineering and technical chief Mauro 
Borghetti. " If they provide the infrastruc
ture that assures there will be enough al
cohol to go around, we 'll make t he cars." 

To encourage consumers to switch to al
cohol-powered autos, the government has al
ready instituted a series of incent ives. Credit 
restrictions and taxes have been eased for 
purchasers of alcohol-fueled vehicles and as 
of Jan. 1 drivers of cars running on pure al
cohol will be exempted from t he current 
prohibit ion on weekenj fuel sales. 

The biggest boom to users of alcohol comes 
in filling the car's tank. Government decrees 
have established a pump price of 87 cents 
a gallon for alcohol-as opposed to $1.86 a 
gallon for regular gasoline and $2.98 for 
high-test. The government says the cost of 
producing the alcohol is 70 cents per gallon. 

Inventive public relations exercises also 
have been undertaken in an effort to win 
public confidence. On Sept. 7, Brazil's inde
pendence day, 170 race drivers participated 
ir. an alcohol only auto race, held at the 
same Rio autodrome where the annual inter
national Grand Prix takes place. 

"I see nothing but advantages to be gained 
from using alcohol as a fuel ," said the win
ning driver, Arthur Bragantini. after the 
race. "The engines perform better, and since 
the motor temperature is lower, last longer." 

Similar conclusions were reached by 
participants in a road test sponsored earlier 
this month by the automotive magazine 
Quatro Rodas. Results of the four-day trial 
indicated that "the performance of alcohol
powered cars is as good as, if not better, than 
that of conventional automobiles." 

Involved in the 62,000 mile road test were 
the Vol~<-swagen "Passat" (Dasher ) and Fiat's 
147 model. Average mileage for the partic
ipating cars was 27.3 miles per gallon. 

Such figures lead some Brazilians to think 
they have found, if not an answer to the 
energy crisis, at least a partial solution. Al
ready, delegations from the Philippines, 
Africa and Central and South America have 
sent delegations to investigate possibilities 
of adapting their auto fleets to run on al
cohol with Brazilian-designed technology. 

Mr. PRESSLER. I ask to withdraw 
that amendment at this time. 

The PRESIDING OFFICER. The 
Senator has the right to withdraw the 
amendment, and the amendment is 
hereby withdrawn. 

Mr. MUSKIE. Mr. President, I yield 
myself time to respond to Senator 
PRESSLER. 

I would like to thank the Senator for 
withdrawing his amendment and for his 
assistance and continued support as a 
member of the Senate Budget Commit
tee. 

As he has indicated, the role of gaso
hol as a commercially viable synthetic 
fuel has been recognized and greatly 
expanded during the most recent energy 
crisis. Also, as stated in h~s remarks, the 
Senate Budget Committee during mark
up of its second budget resolut1on recog
nized the role of gasohol, along with 
other programs, in the supply and con
servation of energy. I would like to indi
cate that I am in agreement with his 
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statement and to also add that the addi
tion of $22.5 billion in budget authority 
and $0.4 billion in outlays to Mission I 
in fiscal year 1980 was intended to ac
commodate whatever mix of programs 
the House and Senate agree upon be that 
synfuels, conservation, solar, and/ or gas
ohol. 

Mr. PRESSLER. Mr. President, I 
greatly appreciate the courtesy of both 
our distinguished chairman of the 
Budget Committee, the Senator from 
Maine, the ranking Republican member, 
the Senator from Oklahoma, and Sena
tor PACKWOOD, for their outstanding 
leadership in this area. 

They are to be commended for the 
masterful job of guiding this enormous 
and important piece of legislation 
through the committee and for his 
stewardship on the floor. His remarks on 
this subject go far in advancing the de
velopment of an alcohol fuels program. 

Mr. President, so long as the record is 
clear that the Budget Committee has 
made provisions for gasohol in the 1981 
and 1982 budget outlays, I have with
drawn my printed amendment. I appre
ciate these assurances that fiscal year 
1980 synthetic fuels and energy conser
vation funds will also be available for 
gasohol purposes. Gasohol must be given 
its fair share of funds in fiscal 1980. 

Mr. MUSKIE. I thank the Senator. 
UP AMENDMENT NO. 565 

(Purpose : Delete from revenue estimate the 
assumption for windfall profits tax and 
delete from energy function new energy 
initiatives to be funded from such reve
nues) 

Mrs. KASSEBAUM. Mr. President, I 
send up an unprinted amendment. 

The PRESIDING OFFICER. The 
amendment will be stated. 

The assistant legislative clerk read as 
follows: 

The Senator from Kansas (Mrs. KAssE
BAUM) , for herself, Mr. ARMSTRONG, Mr. 
CocHRAN and Mr. HATCH, proposes an un
printed amendment numbered 565. 

Mrs. KASSEBAUM. Mr. President, I 
ask unanimous consent that further 
reading of the amendment be dispensed 
with. 

The PRESIDING OFFICER. Without 
objection, it is so ordered. 

The amendment is as follows: 
On page 5, line 14, delete the following: 

$514,700,000,000 and insert in lieu thereof: 
$512 ,700,000,000. 

On page 5, line 15, delete the following: 
$603 ,600,000,000 and insert in lieu thereof: 
$596 ,700,000 ,000. 

On page 5, line 16, delete the following: 
$658,400,000,000 and insert in lieu thereof: 
$648 ,000 ,000,000 . 

On page 5, line 20 , delete the following: 
+ $2,000,000,000 and insert in lieu thereof: 
$0 .. 

On page 5, line 21 , delete the following: 
+ $9,700,000,000 and insert in lieu thereof: 
+ $2 ,800 ,000 ,000. 

On page 5, line 22, delete the following: 
-$38,700,000,000 and insert in lieu thereof: 
-$49,100 ,000,000. 

On page 5 , line 25, delete the following: 
$636,600,000 ,000 and insert in lieu thereof: 
$614,100,000,000. 

On page 6, line 2, delete the following: 
$744,000,000,000 and insert in lieu thereof: 
$727.000,000,000. 

On page 6, line 5, delete the following: 
$546,300,000,000 and insert in lieu thereof: 
$545,900,000,000. 

On page 6, line 6, delete the following: 
$596 ,800 ,000,000 and insert in lieu thereof: 
$595,900 ,000,000. 

On page 6, line 7, delete the following: 
$649,100,000,000 and insert in lieu thereof: 
$64 7 ,600 ,000,000. 

On page 6 , line 11 , delete the following : 
-$31 ,600,000,000 and insert in lieu thereof: 
- $33,200,000,000. 

On page 6, line 12, delete the following : 
+ $6,300,000,000 and insert in lieu thereof: 
+ $300,000,000. 

On page 6, line 13, delete t he following : 
+ $9,300,000,000 and insert in lieu thereof: 
+ $400,000,000. 

On page 6 , line 16, delete the following : 
$890,700,000,000 and insert in lieu thereof: 
$892,300,000,000. 

On page 6, line 17, delete the following: 
$916,800,000,000 and insert in lieu thereof: 
$924,400,000,000. 

On page 6, line 18, delete the following: 
$946,700,000,000 and insert in lieu thereof: 
$963 ,200 ,000,000 . 

On page 6, line 21 , delete the following : 
$60,700,000 ,000 and insert in lieu thereof: 
$62,300,000 ,000. 

On page 6, line 22 , delete the following: 
$86,800,000 ,000 and insert in lieu thereof : 
$94,400,000,000. 

On page 6, line 23 , delete the following: 
$116,700,000,000 and insert in lieu thereof: 
$133 ,200 ,000,000. 

On page 8, line 16, delete the follo wing : 
$41 ,000,000,000 and insert in lieu thereof: 
$18,500,000,000. 

On page 8, line 17, delete t he following: 
$7,000,000,000 and insert in lieu thereof: 
$6,600,000,000. 

On page 8 , line 20, delete the following: 
$7,600,000,000 and insert in lieu thereof: 
$6 '700 ,000,000 . 

On page 8 , line 22, delete the following: 
$24,200,000,000 and insert in lieu thereor: 
$7,200 ,000 ,000. 

On page 8 , line 23 , delete t he following: 
$9,500,000,000 and insert in lieu thereof: 
$8,000 ,000 ,000. 

Mrs. KASSEBAUM. Mr. President, 
first, I would like to express, as has been 
expressed before, my respect and appre
ciation for the work of the chairman and 
the ranking minority member of the 
Budget Committee in really steering, I 
think, a most delicate and successful 
course for a very trying procedure, in 
striking a balance that will enable us to 
come up with a budget resolution that is 
not only fiscally responsible, but meets 
the various demands of the times. 

Mr. President, as a member of this 
committee, I have strongly supported 
efforts to hold down Federal spending, 
and would, in fact, go further than this 
resolution in cutting Federal spending. 
I am also committed to balancing the 
budget by 1981, a goal adopted by this 
Congress last May. 

It is not pleasant to offer an amend
ment which plainly states that this reso
lution provides a deficit that is artifi
cially low-an amendment that seems to 
increase the deficit by $1.6 billion. How
ever, to do less would be to send false 
signals to the American people and to do 
violence to sound budgetary and ac
counting procedures. 

The second budget resolution includes 
an assumption that a windfall profits tax 
bill will increase revenues for fiscal year 
1980 by $2 billion, while it provides for 

only $0.4 billion in outlays for new en
ergy initiatives associated with these new 
revenues. 

If we pass the resolution as it now 
stands, we will lessen the pressure to hold 
down Federal spending, which I believe 
is the wrong signal for the Budget Com
mittee to send to its colleagues, particu
larly in light of the advice of the Com
mittee on Finance. During consideration 
of the second budget resolution the Com
mittee on Finance informed the Budget 
Committee to expect no change in the 
fiscal year 1980 revenue level. I happen 
to believe that even if the Finance Com
mittee drafts a windfall profits tax bill 
that produces the $2 billion in revenues 
for fiscal year 1980 that other provisions 
in the bill along with other proposals now 
under consideration by other congres
sional committees will provide for the 
ex~enditure of all, or perhaps more, rev
enues than those we have anticipated. 

Deletion of these sums does not affect 
the amount allocated in the fiscal year 
1980 budget needed for assistance to low
income households to meet increased fuel 
costs resulting from decontrol. Deletion 
of these sums will not unbalance the 
budget in 1981. Instead, the effect of this 
amendment in fiscal years 1981 and 1982 
will be to allow for a balanced budget in 
1981 and a continued balance accompa
nied by a tax cut in 1982. 

Deletion of these revenues and expend
itures now included in the second budget 
resolution, I believe, is a more responsible 
budget and accounting position and a 
more realistic assessment of anticipated 
legislative action. 

Mr. President, the amendment I offer 
is intended to provide a more accurate 
acounting of what the Congress honestly 
believes will be the deficit impact of 
energy hxes and expenditures. Although 
we should be interested in accuracy for 
its own sake, there is a more pragmatic 
consideration involved. As the resolution 
is now constructed, the deficit is artifi
cially low by $1.6 billion, the net differ
ence between expected revenues and ex
penditures derived from a new tax on oil. 
The practical result of this budget decep
tion is that it tends to deflate pressures 
for restricted spending. Members will 
look at this budget as providing some
what more comfort than truly exists. 

Those are the reasons for my amend
ment. The rationale is simply accuracy 
and sound accounting policy. Some will 
see another motive for the amend
ment-to seek an up-and-down vote on a 
windfall profits tax. That is not my in
tention. 

As for the windfall profits tax, th":tt is 
a matter which will be debated and voted 
upon as soon as the Finance Committee 
reports a bill. We should have no fears 
or hopes that what we do on this amend
ment will shape the fate of that legis
lation. As for the administration's energy 
program proposals, this amendment will 
have very little impact. The expendi
tures affected by this amendment are 
$0.4 billion. 

There will be adequate revenues to ac
commodate the administration's pro
posed new energy expenditures in fiscal 
year 1980 and 1981. The Joint Taxation 
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Committee staff has examined the public 
revenues that will fiow from price de
control. Their projections, assuming no 
change in oil prices and an increase in 
GNP, indicate that the treasury will grow 

by $3.633 billion in fiscal year 1980 and 
$9.156 billion in 1981. Enough certainly 
to accommodate energy programs if Con
gress and the President so desire. Mr. · 
President, I ask that the tables prepared 

by the Joint Tax Committee staff be 
printed at this point in the RECORD. 

There being no objection, the tables 
were ordered to be printed in the RECORD, 
as follows: 

TABLE 1.-FEDERAL REVENUE INCREASES RESULTING FROM OIL PRICE DECONTROL (ASSUMING GROWTH IN OIL PRICES OF I-PERCENT PLUS INFLATION) • 

[In millions of dollars; calendar years) 

1980 1981 1982 1983 1984 1985 1986 1987 1988 1989 1990 1979-90 

Assumption 1 (no change in prices, increase in real GNP): 
Income tax on oil producers_ ___________________ ______ 3, 412 8, 658 12,040 13,4

74
14
0 

14, s
8
s
1
9
7 

16,421 17,853 19,402 21,200 22, 964 24,626 174,962 
Federal royalties........ ............................ 221 498 672 900 978 1, 065 1, 168 1, 273 1, 376 9, 736 
Net windfall profit tax 1------------------------------ 3, 990 8, 095 10,065 10,055 10,007 10,176 10,184 10,131 10,040 10,089 10,159 103,056 

---------------------------------------------------------------------------------
TotaL________ _____________________________ ______ 7, 622 17,252 22,776 24,210 25,712 27,496 29,016 30,599 32,408 34,325 36, 161 287,754 

============================================~==~==~====~ 
Assumption 2 (no change in real GNP, increase in prices): 

Income tax on oil producers.......................... 3, 412 8, 658 12,040 13,414 14,889 16,421 17,853 19,402 21,200 22,964 24,626 174,962 
Increase in spendmg to maintain real value of Govern-

Fe~:r~' ~~~:~~~!~~~s-~--~~=============== ====== ====== = -1, ~~~ -4, ~~~ -s. ~~~ -s, ~~~ -s. ~~~ -s. ~~ -s. ~~~ -~: ~~ -r: f~~ -r: ~~~ -~: ~1~ -s~: ~~~ 
Net windfall profit tax 1--------------------- --------- 3, 990 8, 095 10,065 10,055 10,007 10, 176 10,184 10, 131 10,040 10,089 10, 159 103,056 

---------------------------------------------------------------------------------
TotaL__________ ___________ ______ ________ ________ 5, 812 12,973 17, 122 18,323 19,592 21,144 22,420 23,714 25,028 26,418 27,713 220,436 

================================================~==~======= 
Assumption 3 (no change in real GNP or prices): 

Income tax on oil producers____ ____ _____________ _____ 3, 412 8, €58 12,040 13,414 14,889 16,421 17,853 19,402 21,200 22,964 24,626 174,962 
Reducedincomeandpayrolltaxinnonoilsectora _______ -2,897 -6,847 -9,046 -9,419 -9,792 -10,163 -10,553 -11,017 -11,808 -12,652 -13,517 -107,711 
Federal royalties·-------------- ·--------- ----------- 221 498 672 740 817 900 978 1, 065 1,168 1, 273 1, 376 9, 736 
Net windfall profit tax 1------------------------------ 3, 990 8, 095 10,065 10,055 10,007 10, 176 10, 184 10, 131 10,040 10,089 10, 159 103,056 

---------------------------------------------------------------------------------
TotaL.___________ __ ________________ _____________ 4, 725 10,405 13,730 14,791 15,920 17,333 18,463 19,580 20,600 21,673 22,644 180,043 

1 Assumes House-passed bill. 
2 Assumes Federal spending equal to 20 percent of GNP. 

3 Assumes a marginal income and social security tax rate of 32 percent. 
• Totals include small amounts of revenue from 1979. 

TABLE 2.-FEDERAL REVENUE INCREASES RESULTING FROM OIL PRICE DECONTROL (ASSUMING GROWTH IN OIL PRICES AT RATE OF INFLATION) • 

[In millions of dollars; calendar years) 

1980 1981 1982 1983 1984 1985 1986 1987 1988 1989 1990 1979-90 

Assumption 1 (no change in prices, increase in real GNP): 
Income tax on oil producers____ _____________________ _ 3, 339 8, 282 11,271 12,258 13,276 14,285 15,144 16,046 17,097 18,066 18,896 148,047 
Federal royalties.------------------------------- ---- 217 480 635 686 741 799 850 906 972 1, 036 1, 097 8, 448 
Net windfall profit tax 1_. _. ____________________ ------ 3, 871 7, 670 9, 271 8, 904 8, 445 8, 134 7, 656 7, 085 6, 424 5, 817 5, 180 78, 523 

---------------------------------------------------------------------Total_____________ _________________________ ______ 7, 428 16,433 21,177 21,848 22,462 23,218 23,651 24,037 24,492 24,919 25,173 235,017 

Assumption 2 (no change in real GNP, increase in prices); 
Income tax on oil producers___ ___________ ____________ 3, 339 8, 282 11,271 12,258 13,276 14, 285 15,144 16,046 17,097 18,066 18,896 148,047 
Increase in spending to maintain real value of govern-

Fe~:r~' ~~~:~~~~!~~e_s_2_--~============================= -1, ~~~ -4, ~~~ -5, ~~~ -5,::: -5, ~~~ -5, ~~~ -5, :~~ -5, ~~~ -5, ~~~ -~: ~~~ -~: ~~~ -5~: ~~~ 
Net windfall profit tax 1_. _. ------------------------- - 3, 871 7, 670 9, 271 8, 904 8, 445 8, 134 7, 656 7, 085 6, 424 5, 817 5, 180 78, 523 ---------------------------------------------------------------------------------

Total._. _____ __________________________________ --==5=, =66=4==1~2,=3=56==15~, 9=0=9==1~6,=5=05==17~, 0=5=6 ==1:::::7,=7=59==1=8~, 1=7=0 ==18~·=44=1==1=8~, 6=56==18,;,, =83=1==1=8,~8=39==17=8~, 3=65 

Assumption 3 (no change in real GNP or prices): 
Income tax on oil producers____ ______________________ 3, 339 8, 282 11,271 12,258 13,276 14,285 15,144 16,046 17,097 18,066 18,896 148,047 
Reduced income and payroll tax in nonoil sector 3_ __ ____ -2, 823 -6, 524 -8,429 -8, 548 -8, 650 -8, 734 -8, 770 -8,953 -9, 338 -9,741 -10, 134 -90,644 
Federal royalties____ ________________________________ 217 480 635 686 741 799 850 906 972 1, 036 1, 097 8, 448 
Net windfall profit tax 1______________________________ 3, 871 7, 670 9, 271 8, 904 8, 445 8, 134 7, 656 7, 085 6, 424 5, 817 5,180 78,523 

---------------------------------------------------------------------
Total._._-------- -------------------------------- 4, 605 9, 909 12,748 13,300 13, 812 14,484 14,881 15,084 15, 154 15, 178 15,039 144, 373 

1 Assumes House-passed bill. 
2 Assumes Federal spending equal to 20 percent of GNP. 

3 Assumes a marginal income and social security tax rate of 32 percent. 
• Totals include small amounts of revenue from 1979. 

TABLE 3.-FEOERAL REVENUE INCREASES RESULTING FROM OIL PRICE DECONTROL (ASSUMING GROWTH IN OIL PRICES OF 4 PERCENT PLUS INFLATION) • 

[In millions of dollars; calendar years) 

1980 1981 1982 1983 1984 1985 1986 1987 1988 1989 1990 1979-90 

Assumption 1 (no change in prices, increase in real GNP): 
Income tax on oil producers___ _______________________ 3, 639 9, 816 14,456 17,150 20,251 23,752 27,462 31,707 36,737 42,126 47,791 274,961 
Federal royalties .. --------------------------------- 231 553 786 916 1, 069 1, 244 1, 429 1, 643 1, 902 2,184 2, 483 14,468 
Net windfall profit tax 1______________________________ 4, 345 9, 397 12,548 13,733 15,121 17,030 18,892 20,914 23,263 26,227 29,577 191,113 

---------------------------------------------------------------------------------TotaL___________________________________________ 8, 215 19,765 27,790 31,799 36,441 42,026 47,783 54,264 61,902 70, 536 79,850 480,541 
================~====~==~====~==~======================= 

Assumption 2 (no change in real GNP, increase in prices): 
Income tax on oil producers---- ---------------------- 3, 639 9, 816 14,456 17,150 20,251 23, 752 27,462 31,707 36, 737 42, 126 47,791 274,961 
Increase in spending to maintain real value of government 

expenditures z ______________ •• -------------------- -1,955 -4,897 -6,854 -7,614 -8,432 -9,304 -10, 196 -11,323 -12, 798 -14,424 -16, 177 -103,974 
1, 244 1, 429 1, 643 1, 902 2, 184 2, 483 14, 468 Federal royalties______ ____ ------------------------ 231 553 786 916 1, 069 

Net windfall profit tax 1 •••• -------------------- ------ 4, 345 9, 397 12,548 13,733 15,121 17, 030 18, 892 20, 914 23, 263 26, 227 29, 577 191, 113 
--------------------------------------------------------------------~ 

TotaL·-- -------------------------------------- -- 6, 260 14,868 20,936 24,185 28,009 32,722 37,587 42,941 49, 104 56, 112 63,673 376,567 
==~==~==~==~====~==~==~==~====~==~========== 

Assumption 3 (no change in real GNP or prices): 
Income tax on oil producers.------------------------- 3, 639 
Reduced income and payroll tax in nonoil sector 3______ -3,128 Fed era I royalties._ •. ________________________________ 231 
Net windfall profit tax 1------------------------------ 4, 345 

9, 816 14,456 17, 150 20, 251 23,752 27, 462 31,707 36, 737 42, 126 47,791 274,961 
-7,835 -10,967 -12, 183 -13,491 -14,886 -16,313 -18, 116 -20,476 -23,079 -25,883 -166,357 

553 786 916 1, 069 1, 244 1, 429 1, 643 1, 902 2, 184 2, 483 14,468 
9, 397 12, 548 13,733 15, 121 17,030 18, 892 20,914 23,263 26,227 29, 577 191, 113 

--------------------------------------------------------------------~ TotaL_________ __________________________ __ ______ 5, 087 11,930 16,823 19,616 22,950 27,140 31,470 36,148 41,426 47,457 53,967 314,184 

1 Assumes House-passed bill. 
'Assumes Federal spending equal to 20 percent of GNP. 

a Assumes a marginal income and social security tax rate of 32 percent. 
• Totals include small amounts of revenue from 1979. 
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Mrs. KASSEBAUM. Mr. President, it is 

clear from this, I believe, that the Senate 
can vote on this amendment at its face 
value. It seeks to portray the budget and 
the deficit in an accurate fashion. It seeks 
to instruct the Senate as to the real state 
of spending so that Congress does not 
delude itself about our economic posture. 
I think we can vote on this amendment 
with those things in mind and without 
regard to the politics of a windfall profits 
tax. 

Mr. PACKWOOD. Mr. President, I as
sure the Senator from Kansas, having 
just come from the Finance Committee 
meetings this morning, that pretty rea
sonably and consistently, for the last 2 
weeks, we have no intention of enacting 
a tax for the fun of enacting a tax and 
then deciding what to do with the rev
enues, be that a windfall profits tax or 
any other tax. 

Second, as the Senator is aware, there 
is nothing in the $2 billion that the con
current resolution asks the Finance Com
mittee to raise saying that it has to come 
from a windfall profits tax. As a matter 
of fact, it cannot compel that; and if we 
choose to raise the amount in some other 
fashion, a point of order would not lie 
against it because it did not come from 
a windfall profits tax. 

We will raise the extra $2 bill1on, but 
I assure the Senator from Kansas that 
what we are doing in the Finance Com
mittee is looking at every conceivable 
form of tax credit that might produce 
energy or save energy. 

We are looking at all the possible forms 
of taxation on oil-new oil, new new oil, 
old oil, tertiary on, small producers, 
stripper exemptions, and thinking to 
ourselves how much money each of those 
would produce if we chose to enac.t them. 

We are going at this on the basis of 
how much money we need for rational 
policy, not how much money we can get 
and then what the rational policy should 
be. 

So that there is no guarantee that this 
$2 billion is going to come from any par
ticular kind of tax. All I can assure the 
Senator from Kansas of is that we will 
do the best we can to bring to this floor 
a reasonable energy bill and tax package 
out of the Finance Committee; and if 
necessary for the revenues, we will enact 
some form of a windfall profits tax. We 
are not compelled to do so. The concur
rent resolution does not compel that con
clusion. We have not eliminated the pos
sibility of using it, but I would not want 
the Senator from Kansas to think that 
we have to use it. 

Mr. JA VITS. Mr. President, will the 
Senator yield me 3 minutes? 

Mr. PACKWOOD. I yield. 
Mr. JA VITS. Mr. President, I wish at 

this time to commend the members of 
the Budget Committee, in particular the 
chairman, the Senator from Maine (Mr. 
MusKrE) and the ranking minority mem
ber, the Senator from Oklahoma (Mr. 
BELLMON) for the diligence and intelli
gence with which they have discharged 
their responsibilities in bringing this 
budget resolution before the Senate. 

These are critical times for our coun
try, Mr. President, and for the U.S. Con
gress, because we are faced with gallop-

ing inflation, including energy prices, 
and, most recently, a deepening reces
sion, the scope of which we may not yet 
fully appreciate for some months to 
come. 

The Budget Committee projects that 
in fiscal year 1980 unemployment will 
rise to 7.2 percent and the inflation rate 
will be about 9.8 percent. Of course, no 
one can tell how accurate these projec
tions will prove to be. Inflation could 
run much higher than the projection, 
particularly if the dollar continues to 
slide; and unemployment could run 
much higher if the drop in production 
proves to be far deeper than economists 
now expect. 

In addition, Mr. President, this year 
we have a new situation to accommodate, 
to wit: The effect of SALT on the defense 
needs of our country, both as to conven
tional and strategic weapons. We do not 
know at this time whether the Senate 
will ratify SALT, nor what additional 
real defense outlays that will require. 

These economic and nationc.l secur
ity uncertainties have immensely com
plicated the work of the Senate Budget 
Committee in formulating Senate Con
current Resolution 36. We must have a 
budget that keeps open our options; our 
flexibility to deal as appropriate with 
whatever circumstances our Nation may 
encounter next year. 

We need to continue our efforts to 
reduce inflationary pressures by 
restraining the growth of the Federal 
budget and we need to keep our sights 
set squarely on the expectation of a bal
anced Federal budget we plan for fiscal 
year 1981, and the tax reductions con
templated in the resolution for fiscal 
year 1982 and beyond. We must try to 
keep the Federal budget deficit, if at all 
possible, below $30 billion in fiscal year 
1980, even while we acknowledge that 
the deteriorating economic situation has 
been responsible for the deficit moving 
upward from $23 billion, adopted in the 
first budget resolution in May, to $28 
billion today. 

At the same time, we need to be pre
pared to act appropriately to mitigate 
the untoward effects of the current re
cession-which may tum out to be very 
serious-however they may manifest 
themselves, particularly in the older 
cities of our country and among the eco
nomically disadvantaged and minorities. 

The adoption of a proper course for 
Federal fiscal policy during times like 
these-the balancing of the myriad con
flicting priorities and claims on our fi
nancial resources-is an exceedingly 
difficult task; a very heavy burden to 
place on our Budget Committee. But I 
believe the committee has done a Hercu
lean job under very perilous circum
stances for our country. 

Mr. President, I cannot state today 
that I am pleased with the budget resolu
tion, as reported by the committee. It is 
not a budget I would have personally 
preferred to have before the U.S. Senate. 
But I understand what we must do to 
have a budget adopted by the Senate. We 
must all accept an eoual share of the 
sacrifices. The day before yesterday I 
voted in favor of the Muskie motion to 
table the McGovern amendment to the 

committee substitute. The amendment 
would have restored $100 million to the 
budget for Federal subsidies for school 
lunches for nonpoor children. For me 
this was an extremely difficult vote. It is 
probably one of the only times I have 
had to vote against an amendment to 
provide additional funds for a Federal 
nutrition program-and I deeply regret 
having to do so. But I realize that given 
the incredibly uncertain economic cir
cumstances our country has entered upon 
we must take some measured stand in 
support of a tight budget. 

And, of course, yesterday we had the 
amendments to increase defense spend
ing by 3 percent in real terms in fiscal 
year 1980 and by 5 percent in real terms 
in each of the 2 succeeding fiscal years. 
I voted in favor of the former, because 
of our Nation's commitment to NATO 
which I believe must be honored. o~ 
NATO allies need to be reassured as to 
the commitment the President made. 

And today we have had the amend
ments to reduce revenues and Federal 
spending in contemplation of major in
come tax reduction in fiscal year 1980. 
I believe such a step at this time would 
be premature and potentially highly in
flationary due to the very uncertainties 
I have just described. The current reces
sion may be very shallow and of short 
duration; yet inflation may worsen. In 
my judgment it would be unwise now to 
prejudge our policies for next year's 
economic situation by committing the 
Senate today on the basis of what is 
crystal ball gazing. We have shown the 
country in three days of debate on this 
second budget resolution that we do have 
a flexible policymaking process for the 
Federal budget. If the need for addi
tional economic stimulus manifests it
self I believe we should be able to re
spond seasonably and correctly to tailor 
the Federal budget appropriately. 

Senate action on Senate Concurrent 
Resolution 36 is indicative of the ability 
of Congress to respond appropriately 
and expeditiously to national and in
ternational circumstances. Before fiscal 
year 1980 is over we may very well need 
to have a third budget resolution to 
modify our spending and revenue ceil
ings, depending on the condition of our 
economy. 

For right now, however, to the extent 
we can foretell the immediate future, I 
am satisfied that we have charted about 
the right course for the Federal budget. 
Accordingly, I intend to support Senate 
Concurrent Resolution 36, the second 
concurrent resolution on the budget for 
fiscal year 1980, Mr. President, unless 
there are some untoward amendments; 
so I expect to be able to support the 
resolution as it now stands. 

Though I am not too satisfied with the 
way we handled the defense proposition, 
it is a fact that I think the budget now 
considers contingencies, if we continue 
to reject the tax cutting propositions 
which probably will be offered this after
noon. 

I yield to no one in my affection and re
gard for Mrs. KASSEBAUM and for other 
Senators who are making these requests. 
However, it seems to me that, with are
cession hanging over our heads; with 
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SALT II to be ratified, and the tremen
dously demanding defense revelations 
which are coming out in terms of the 
national security of the United States; 
with the dollar in great jeopardy because 
of the rush on gold, which means a 
dumping of dollars and a vote of no con
fidence in the dollar, it would be most 
unwise to make these commitments now. 

Therefore, I respect the fortitude, the 
judgment, and the political courage of 
the Senators who are handling this bill, 
and I consider it an honor to be able to 
support them. 

Might I say, too, because I am a politi
cian like everyone else, that I consider it 
in the highest interest of the 18 million 
in New York, including the poor, that un
less this economy is going to withstand 
this attack and then be able to recover 
and move uphill again-because of our 
determination to improve productivity 
and improve labor-management rela
tions; and improve our exports; and im
prove our technology and our research 
and development; and improve our har
monious intenelation with the other in
dustrial countries of the world; and im
prove our markets for export and the 
developing countries' markets for im
ports; and have the money to pay what
ever it is going to take to make synfuels 
and everything else-! am not going to do 
any service to the poor of my State. That 
is why I am taking the position I am, and 
I thank my colleague for yielding me the 
time. 

Mr. MUSKIE. I express my apprecia
tion to the distinguished Senator from 
New York for what he has just said for 
his consistent support of the budget 
process, its development in the Govern
mental Affairs Committee, of which he 
was a constructive contributing member 
at the time, and for his consistent sup
port since that time. I appreciate partic
ularly what he has said. 

Does the Senator from Kansas wish to 
take the floor? 

Mrs. KASSEBAUM. I thank the 
Senator. 

Mr. President, I wish to answer the 
Senator from Oregon in that I am 
pleased to hear that the Finance Com
mittee has come up with the proposal in 
which they anticipate raising the revenue 
to cover the expenditures to meet our 
energy program. 

I am very supportive of this. It was not 
that I was quarreling with what we 
needed to do in this area. It was that I 
felt it had not been done yet. It had not 
been structured yet. Therefore, it was 
misleading to include it in our budget as 
revenue. 

There will undoubtedly be revenue 
there. But it will also probably be a wash. 
I am speaking only in terms of what I 
felt was a sound accounting procedure. 

I am hopeful that the Finance Com
mittee will be able to present a plan that 
is going to structure a tax that will meet 
our energy production needs. It is not any 
intention on my part to predict a tax cut, 
or, as I said, to have a vote on the merits 
of the windfall profits tax. It is simply 
what I felt was a sound accounting pro
cedure at this point. 

Mr. MUSKIE. Mr. President, I yield 
myself 5 minutes. 

I think the thrust of what I am about 
to say or what I tried to ~ay is not much 
different from that of Senator PACK
wooD. And I appreciate what he has had 
to say. 

I think it might be helpful to the dis
tinguished S2nator from Kansas if I 
were to put into the RECORD at this point 
my concept of what was behind the 
numbers in the budget resolution, which 
her amendment would modify. I say at 
the outset she is a most valued new 
member of the Budget Committee. She 
is a regular and conscientious attendant 
on our meetings. She participates in 
them. She listens. Obviously, she listens 
intelligently because she asks intelli
gent questions. It is a joy to have her, 
and particularly since she is the only 
Member of her sex in the Senate to 
have her on the Budget Committee is a 
a mark of distinction for our commit
tee. I say that not to try to soften her 
with respect to her amendment. It is 
simply to say something that I person
ally desire to say and this happens to 
be an opportune time to say it. 

With respect to her concerns, may I 
say that in establishing the second res
olution recommendation the Senate 
Budget Committee was confronted with 
a dramatic series of events, once again 
evidencing this Nation's vulnerability to 
and dependence on imported oil and 
our need for enhanced energy supplies. 

This summer's gas lines and the 
OPEC price increase from $14.54 per 
barrel in April to $23.50 per barrel in 
August led to a whole host of new en
ergy initiatives now pending before Con
gress. Included among the new initia
tives was the President's $142.2 billion 
oil import reduction program. 

As I say, these new initiatives emerged 
in the late spring and early summer. 
The Budget Committee was asked to 
consider them and what if anything we 
should do about them in the budget res
olution in July. 

In response to that new situation, 
which had not yet crystalized or been 
resolved in any significant way, the 
Senate Budget Committee by a vote of 
11 to 5 increased the energy supply mis
sion of function 270 by $22.5 billion in 
budget authority and $400 million in out
lays in fiscal year 1980 to accommodate 
any of the various synfuels and con
servation proposals pending before the 
Senate. 

As I put it in my characterization of 
what the committee did, we simply voted 
to make room for the debate that obvi
ously and inevitably was going to pre
occupy this Senate at some point this 
year. Now clearly that debate is pend
ing, and we may be on the threshold of 
it. I would not be one to try to predict 
with any precision what its outcome 
might be. So we really voted to make 
room for the debate. 

I have reservations about doing it that 
way, because, if we make too much room 
in a budget resolution, we make room for 
too much spending of it. But with re
spect to the energy challenge that we 
faced in July, and the impossibility of 
trying to anticipate what the final reso-
lution of that challenge or those chal
lenges might be, we undertook-at least 

that was my motivation-to make suffi
cient room in the budget resolution to 
accommodate whatever that final reso
lution might be. 

In fiscal year 1981 outlays in this mis
sion were increased by $900 million and 
in fiscal 1982 budget authority was in
creased by $17 billion and outlays by 
$1.5 billion. 

The Senate Budget Committee recom
mendation recognizes the need for in
creased domestic energy supply, energy 
conservation, and for reduction of oil 
imports. It does not prejudge the out
come of the debate on these issues. So 
on the spending side of the budget, we 
certainly did not resolve these subjects 
by any votes in the committee-all we 
intended to do was to make room for 
the Senate to resolve those issues in its 
own good time. 

On the revenue side of the debate, I 
particularly clearly endorse what Sena
tor PACKWOOD has said so that Senator 
KAssEBAUM's fears in that respect might 
be eased. I do not regard the revenue 
side as mandating a windfall profits tax. 
I think it mandates an increase in rev
enues which might conceivably come, de
pending on what happens to deregula
tion, from existing tax sources without 
new revenue legislation, and that possi
bility has been suggested in the course 
of the debate on the tax cut amend
ments that we have debated already this 
morning. 

I do not discount that possibility. I 
take it into account as a possibility and 
there are others, including actions by 
the executive branch, without any new 
legislative action taken. 

So the revenue side of it was not de
signed to be taken as a signal that we 
were mandating-we do not have the 
authority to mandate it anyway-or even 
seeking to mandate the enactment of a 
windfall profits tax. 

The PRESIDING OFFICER. The Sen
ator's 5 minutes have expired. 

Mr. MUSKIE. I yield myself another 
15 minutes. 

We take it into account as a possibility 
for adding revenues, but there are other 
possibilities. 

I would hope that anyone reading the 
record of what I say on this subject, as 
well as the record of what Senator 
KASSEBAUM and Senator PACKWOOD say, 
would clearly understand that this 
budget resolution does not mandate the 
passage of a windfall profits tax. It 
simply opens up the possibility that 
additional revenue might come from 
that source, as it could come from other 
sources, depending on what the Finance 
Committee may do, according to the 
need for revenues presented to it. 

Mr. President, I think that covers 
Senator KAssEBAUM's principal concern. 
I doubt that what I have to say will per
suade her to withdraw her amendment. 
I have no desire to pressure her one way 
or the other on that. But I hope that 
perhaps what I have had to say will 
somewhat ease her concern. 

Mrs. KASSEBAUM. I thank the chair
man very much. I appreciate his 
thoughtful remarks. I must say that 
such emphatic reassurance is always 
something one listens to with a bit of 
suspicion. 
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I would only like to come back with 
a quotation from a statement the Sen
ator made yesterday. In commenting on 
some objections that were being made 
on the floor, the Senator said we should 
not assume a penny in extra revenues. 
This, I think, goes back to something we 
are assuming at this point which might 
not be there. 

I appreciate the fact that you are try
ing to alay those suspicions, and would 
hope that you will be successful, because 
I do wish to ask for the yeas and nays 
on this amendment. We took seven votes 
in the Budget Committee before we 
finally were able to come up with the 
:figure of the assumption that we did, but 
it was of concern to many of us that we 
were somewhat shooting in the dark. 

Mr. MUSKIE. Let me make one other 
observation to the Senator. I felt that we 
needed to assume additional revenues, 
and that it was important that we get 
them in order to hold the deficit down 
under the deficit for 1979. It was not a 
casual kind of suggestion or a cosmetic 
kind of impulse Qr urge for additional 
revenue. 

I think if we are to deal with inflation, 
as I stated in my argument here yester-

day, that we must make a maximum 
effort to hold that deficit down, and that 
not all the burden should fall on the 
spending side of the budget, but some of 
it should fall on the revenue side. That 
was my motivation. I certainly agree 
with my own statement that the Senator 
has quoted. As a general statement, I 
think it is an eminently sound observa
tion, that we ought not to make assump
tions on the budget on either the revenue 
or the spending side we are not prepared 
to live with. That is really what I was 
trying to say. 

I will be glad to ask for the yeas and 
nays. 

Mrs. KASSEBAUM. I would like to 
yield time to the Senator from Colorado. 

Mr. MUSKIE. Could we ask for the 
yeas and nays at this point? 

The PRESIDING OFFICER. Is there 
a sufficient second? There is a sufficient 
second. 

The yeas and nays were ordered. 
Mrs. KASSEBAUM. I yield to the 

Senator from Colorado. 
Mr. ARMSTRONG. Mr. President, I 

appreciate the Senator from Kansas 
yielding me a moment of time. I con
gratulate and compliment her on taking 

BUDGET AND ECONOMIC FORECAST AND PROJECTIONS 

[Dollar amounts in billions) 

Fiscal year-

1979 1980 1981 1982 1983 1984 

the lead on this issue, and for bringing 
into perspective one of the most impor
tant considerations that is contained in 
this second concurrent budget resolu
tion, and a consideration which, but for 
her initiative, would not have surfaced 
in this debate, and which would not be 
upon the record of this proceeding. 

In listening to the discussion of the 
distinguished chairman of the Budget 
Committee, you would assume that what 
we are talking about here was really a 
very passive sort of thing, with a possi
bility that perhaps there might be some 
increase in revenues, as if this were but 
a natural process, sort of falling on the 
country like the gentle dew from heaven. 
In fact, nothing would be farther from 
the truth. 

I invite the attention of Members of 
the Senate to the report of the Commit
tee on the Budget on the second concur
rent resolution on the budget, on page 25. 
I ask unanimous consent that the table 
which appears on that page be printed in 
the RECORD at this point. 

There being no objection, the table 
was ordered to be printed in the RECORD, 
as follows : 

Fiscal year-

1979 1980 1981 1982 1983 1984 

Budget authority. __ __ ____ ______________ $556. 1 $632.2 $649.2 $722.5 $762. 2 $833. 1 Inflation rate, percent, consumer prices, 
10.0 7. 7 7. 5 7. 4 fiscal year average __ _____________ _____ 9.8 8.6 

Outlays. ___ ____ ___ ____ ______ - --- ---- - - 496. 2 542. 7 588.6 632.8 676.9 719.9 Unemployment rate, percent, fiscal year 
Revenues ___ __ -- ____ -- __ -- -------- -- - -- 466.3 514. 7 603.6 658.4 744. 4 837.2 average _____________ __ ___________ ___ 5. 9 7. 2 7.1 6. 5 5. 8 5.4 

0.0 3. 5 5. 0 4.6 3.9 
Deficit(-) or surplus<+>---- ---- -29.9 -28.0 +15.0 +25.6 +67.5 +117.3 

Real GNP JZrowth, percent___ ____ ______ __ 3.2 
Nominal GNP-- - --- - -- ---- - - - - ---- ----- $2,291 $2,500 $2,806 $3, 177 $3, 581 $4,009 

Tax change from current law (gross)'- -- - -.1 +2.0 +9.7 -38.7 -58. 3 -80.3 

t Includes general tax reduction of $55 billion, $75 billion and $100 billion in fiscal year 1982, fiscal year 1983 and fiscal year 1984 respectively, revenue raising cash management initiatives and 
other minor revenue changes. 

Mr. ARMSTRONG. It can clearly be 
seen that what we are talking about here 
is not something automatic or something 
that might happen, or something that 
in some way is passive. We are talking 
about the positive recommendation of 
the Budget Committee that there be a 
tax increase. 

I want to make it clear that I am not 
referring, when I say a tax increase, to 
the $58 billion increase in taxes which 
will be imposed on the people of this 
country as a result of bracket creep. We 
have aired that subject on many occa
sions, and I think it is clear to every 
Senator that as inflation imposes on the 
taxpayers higher tax brackets, a greater 
portion of their income finds its way into 
the coffers of the Government. That is 
why Senator ROTH, Senator DOMENICI, 
and many other Members of this body, 
including myself, have offered amend
ments to reduce the rate at which income 
is taxed. 

But an even more ominous tax increase 
is assumed and recommended by the 
second concurrent budget resolution. 
That is the tax increase which is ad
dressed by Senator KAssEBAUM's amend
ment. Again referring to page 25 of the 
committee report, let me just read a por
tion of the footnote which appears at the 
bottom of this table. Incidentally, I trust, 
Mr. President, that my request for in
clusion of the table includes the footnote, 
because what it says, very simply, is that 

revenues shall be raised through "cash 
management initiatives and other minor 
revenue changes." 

One of the so-called minor revenue 
changes which was discussed at some 
length in the committee report and was 
discussed at great length in the Budget 
Committee proceedings is a windfall 
profits tax. In fact, the amendment just 
submitted under the name of the chair
man of the committee <Mr. MusKIE) 
under the heading of argument against 
the Kassebaum amendment, would 
suggest that in some way this resolution 
leaves room in the budget for a tax in
crease only if, as, and when the Finance 
Committee presents it to us. 

That suggestion is very wide of the 
mark indeed. A vote against the Kasse
baum amendment is a vote for tax in
creases of at least $9 billion over the next 
2 years. That is the $2 billion she seeks 
to strike in 1980 and the $6.9 billion she 
seeks to strike in 1981. 

Some will say we will have a windfall 
profits tax. Perhaps we will. We will also 
perhaps have those golden gimmicks re
ferred to in the committee report as 
"cash management initiatives." 

Let me point out to the committee, if 
the chairman will look at this--

Mr. BELLMON. Mr. President, will the 
Senator yield for a question? 

Mr. ARMSTRONG. I am happy to 
yield. 

Mr. BELLMON. If the Senator will 

look at page 37 of the committee report, 
at the bottom of the last paragraph, he 
will find this language: 

The Committee assumes that new legis
lation will be enacted effective in FY 1980 
to raise revenues by $2.0 billion in FY 1980, 
$9.7 billion in FY 1981, and $16.3 billion in 
FY 1982. These legislative assumptions could 
be fulfilled by a windfall tax on oil profits, 
proposals to restrict tax-exempt housing 
bonds, the Administration's proposed cash 
management initiatives, and other miscel
laneous minor bills. No specific form of wind
fall profits tax was endorsed by the Com
mittee. 

I might say that one of the so-called 
gimmickry proposals is one that was in
traduced for a withholding tax on inter
est and dividends, which tax is now not 
being paid by a large number of Ameri
can taxpayers, and the Treasury thinks 
it results in a revenue loss of at least a 
billion dollars a year. 

I do not think the Budget Committee 
intended to endorse any specific sources 
that would generate this extra income. 

Mr. ARMSTRONG. Mr. President, the 
Senator's point is exactly correct, and in 
fact it was precisely the next point I in
tended to make, that while the windfall 
profits tax has been alluded to as one 
of the possible sources of this tax in
crease, the real issue is that the Budget 
Committee is not a line item committee. 
What we are talking about is money, 
and this simply says we will extract x 
dollars, about $9 billion over the next 2 
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years, from the public in the form of in
creased taxes, either through increasing 
existing taxes, through a windfall profits 
tax , through cash management pro
posals, or in some form or other. 

I would like to take a minute or two to 
talk about these cash management pro
posals, which I think could be one of the 
most important golden gimmicks in
tended to raise revenues. 

The deficit computation assumes that 
the Finance Committee will report and 
the Senate will pass and Congress will 
enact those tax increases. Part of the 
estimated revenue increase, part of the 
assumption on which the committee pro
ceeded, is the enactment of these golden 
gimmicks, an acceleration of employer 
deposits of withheld income, and payroll 
taxes for large companies. These com
panies presently are required to make 
payment of at least 90 percent of their 
tax liability, broken down into four pay
ments each month. The proposal which 
has been endorsed and is contained in 
this resolution proposes to double the 
frequency of payment by these compa
nies to eight times a month. In other 
words, these companies will have to sub
mit payroll tax returns and make remit
tances not less than every 4 days every 
month of the year. 

I think that that is carrying it a bit 
far. I think that the amount of revenue 
raised is trivial compared to the amount 
of effort involved and the sense of per
petual harassment that will thereby be 
engendered. 

Another proposal which, in my judg
ment, is unwise and which will not be 
enacted, is the idea of withholding on 
certain kinds of bank deposits and in
vestment income. 

But the real issue is not whether we 
are for the windfall profits tax. The real 
issue is not whether we are for these 
cash management gimmicks. The real 
issue is whether or not we think taxes 
ought to go up another $9 billion as a 
result of new taxes over and above the 
$58 billion in bracket creep that is built 
into this bill. I will suggest to you that 
it is going up a great plenty. I think we 
owe a debt of gratitude to the Senator 
from Kansas for bringing this amend
ment to the floor. I , for one, am going 
to support it and I hope it will pass. 
unanimously. 

Mr. DOLE. Will my colleague from 
Kansas yield to her colleague from Kan
sas? 

Mrs. KASSEBAUM. I yield. 
Mr. DOLE. Mr. President, let me first 

suggest that I appreciate the fact that 
Senator KASSEBAUM has offered the 
amendment. I agree with the comments 
she has made and also the comments of 
the distinguished Senator from Colorado. 

I am not certain what would happen 
if we brought a "windfall profits tax" 
that is not really a windfall profits tax 
in any event; it is an excise tax or a 
severance tax. But if it were less than $2 
billion, I am not certain what the 
Budget Committee would say then. 

I think, in fact , what we are doing is 
the Budget Committee has already passed 
a windfall profits tax. 

Mr. BELLMON. If the Senator will 
yield, that is simply not the case. The 

language which the Senator from Kansas 
evidently missed on page 37 says we are 
not endorsing or assuming any particu
lar tax. 

Mr. DOLE. What if we brought a wind
fall profits tax to the floor of less than 
$2 billion? Would it be subject to a point 
of order? 

Mr. BELLMON. It would not. 
Mr. DOLE. I remember that last year, 

the distinguished Senator from North 
Carolina <Mr. HELMS ) , with reference 
to the gas taxes-we were debating 
whether or not we should be able to de
duct gas taxes. The Budget Committee 
said we should not. Then the Senator 
from North Carolina offered an amend
ment and it was subject to a point of or
der, because it reduced the revenue. I can 
see ourselves getting into the same posi
tion with reference to passing on a so
called windfall profit.s tax. 

I do not want to quarrel with the dis
tinguished Senator from Oklahoma, be
cause I know his feeling on the so-called 
windfall profits tax. 

Mr. BELLMON. Let me say to the Sen
ator from Kansas that a measure that 
will reduce revenues below the revenue 
floor in the resolution would be subject 
to a point of order, but the point of 
order does not lie against a revenue-rais
ing issue. 

Mr. DOLE. This would be less than 
the amount suggested by the Budget 
Committee. 

Mr. BELLMON. That is true. As long 
as the measure does not lower the reve
nues, there is no point of order that 
would lie. 

Mr. DOLE. I appreciate that. I know 
the strong feeling of the Senator from 
Oklahoma with re-ference to the so-called 
windfall profits tax. 

I suggest that, this morning in the 
Finance Committee and yesterday morn
ing in the Finance Committee, we 
worked on production credits and today 
we worked on residential credits, incen
tives, conservation. We are talking about 
billions of dollars over the next 10 years. 
There will be a tax. I am not certain 
how much the tax will produce in the 
first year, but it may be offset by an 
equal amount of tax credits. That is the 
point the Senator from Kansas would 
make. If, in fact, that happens, is it sub
ject to a point of order or not? 

Mr. BELLMON. If the Finance Com
mittee brings to the Senate a revenue 
measure that is a wash-that neither 
raises nor lowers revenues-a point of 
order would not lie. 

What the Senator from Oklahoma is 
saying, if you go ahead and offset any 
increases in revenues due to a windfall 
profits tax by tax credits, it would not 
be subject to a point of order. 

Mr. DOLE. Would we have to find the 
$2 billion some other place in the Finance 
Committee? 

Mr. BELLMON. That is the assump
tion in the resolution, but under the law 
under which we operate, no point of or
der would lie if, in {act, the Finance 
Committee generated less than $2 billion 
in windfall profits tax. 

Mr. DOLE. I appreciate that, because 
we are in the process now of trying to 
determine how we are going to produce 

energy in this country rather than pro
duce taxes in this country. It has been 
suggested that the Committee on Fi
nance should pass a so-called windfall 
profits tax, which would raise estimates 
ranging from $105 to $125 billion-in 
fact, $145 billion-with the so-called 
windfall profits tax. Then we add to that 
the increased Federal income tax, plus 
Federal royalty payments of another 
$175 billion. That is taking away from 
industry in excess of $300 billion. 

Now, there will be a tax, but how much 
should the tax be and how much can 
you take away from any industry and 
still leave some incentive for produc
tion? If we are going to produce energy, 
we have to have some profit. It is not 
illegal to make a profit in America. Even 
if you are in the oil business, it is not 
illegal to make a profit. 

I suggest that because of what could 
be a problem down the line. Even though 
I appreciate the assurances from the dis
tinguished Senator from Oklahoma, be
ing on the Committee on Finance and, 
at this very moment, trying to figure out 
how we structure the tax so we can pro
duce more energy in this country, I would 
certainly not want to be locked into any 
dollar figure. 

I appreciate Senator KASSEBAUM's 
raising the question. It seems to me that 
what this could be is maybe not an in
tentional deception, but a deception to 
reduce the deficit, putting the onus on 
the Finance Committee to, somehow, 
come up with a couple of billion dollars. 

Of course, the couple of billion dol
lars will probably be the so-called wind
fall profits tax. It will raise a good deal 
more than $2 billion over the next 10-
year period. It will raise billions and 
billions of dollars through a tax, but 
much of that will be offset through bil
lions and billions of dollars of tax credits. 

I thank my colleague for yielding. 
Mrs. KASSEBAUM. I thank the Sen

ator very much. 
Mr. President, I yield time to the 

Senator from Oklahoma. 
Mr. BOREN. I thank the junior Sena

tor from Kansas. I want to echo what has 
just been said by the distinguished 
senior Senator from Kansas. I think 
what we are dealing with here is not-too
subtle pressure on the Finance Commit
tee implied in this resolution to raise 
taxes on the American people. 

One of two things will likely res'.llt if 
the amendment now under discussion is 
not adopted. First, we shall pass a wind
fall profits tax with terms that might 
well distort what would be in the best 
interests of the American people. I feel 
very strongly that the responsibility fac
ing the Committee on Finance at this 
moment in consideration of the windfall 
profits tax is not a responsibility to raise 
a certain amount of revenue to put into 
the Government Treasury. The respon
sibility facing that committee should, 
first and foremost, be a responsibility to 
make sure that the dollars from Ameri
can consumers are best used to produce 
the greatest amount of energy possible 
or to save, through conservation, the 
greatest amount of energy possible. The 
test should be that we should adopt a 
program which would be cost effective, 
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which will give the American people the 
greatest possible amount of energy per 
dollar spent, or the greatest possible 
amount of energy saved per dollar spent. 
That is our mission. That is our responsi
bility. If, through this resolution as it is 
now worded, we impose pressure on the 
Committee on Finance to make its 
No. 1 priority the raising of $2 billion 
in additional revenue instead of the 
drafting of a program to help solve the 
energy crisis in this country, it will cer
tainly be a grave mistake. 

Let us suppose, on the other hand, that 
the committee should refuse to be in
fluenced by this kind of subtle pressure 
and, perhaps, turn to other revenue
raising measures instead of trying to gain 
$2 billion through the windfall profits 
tax. Then we are exerting another kind 
of pressure on the committee. That pres
sure is to raise the taxes on the Ameri
can people, who are already, as the Sena
tor from Colorado has said, facing an 
additional automatic $58 billion increase 
in income taxes because of the bracket
ing effect as impacted by inflation, as 
taxpayers are forced into higher and 
higher income tax brackets, even though 
their purchasing power has not gone up. 

I think the people are saying every 
day: Enough is enough; we are paying 
too many taxes already; we are already 
overburdened by a Government that is 
too large. I suggest that we have an op
portunity, by voting for this amendment, 
to carry the message here in an effective 
way, which our constituents have given 
to us. 

That is, let us not balance the budget 
by imposing more tax burdens on the 
backs of the American taxpayer. Let us 
face up to our responsibility and work to 
balance the budget through reducing the 
cost of Government. 

Beyond that, let us not be stampeded 
into passing an energy package, a so
called energy package, for the purpose 
of raising tax revenue for the Treasury 
instead of for the purpose of meeting 
the energy needs of this country. 

I commend the Senator from Kansas. 
I am proud to join with her in urging 
the passage of this amendment. 

The PRESIDING OFFICER. Who 
yields time? 

Mr. BELLMON. Mr. President, I yield 
myself 5 minutes. 

Mr. President, as the Senator from 
Kansas will know, I am basically sym
pathetic to her concern about the in
clusion of a sizable windfall profits tax, 
or any other revenue-generating meas
ure, in this resolution. 

I first opposed the effort to include 
this tax in the committee, as Members 
know, and I voted against such motions 
several times and offered a motion of my 
mine to lowP.r the assumption and was 
defeated in t.his effort. 

In my 09inion, the windfall profits tax 
assumption in the resolution was ap
proved for what were considered good 
reasons, some of those have been ex
plained by the chairman already. 

The vote on that oroposition carried 
very narrowly, only 7 to 5. 

Because of the delicate balance re
flected in the budget resolution, I feel 
that I must vote agginst the Kassebaum 
amendment for other reasons. 

First of all, I intend to oppose any 
windfall tax bill that comes to this floor. 
I do not believe windfall taxes are in the 
national· interest at a time when we are 
trying to figure a way to solve the energy 
crisis and when we can best do that by 
leaving in the hands of the private sector 
the resources that industry must have 
to get about the job of producing more 
energy from our abundant domestic re
sources. 

So I do not intend, under any circum
stances, to support a windfall tax propo
sition on the floor. 

The assumed increase in revenue in the 
resolution can come, and I think this is 
a main point, from a variety of other 
sources. We have already quoted from 
the committee report, page 37, that 
shows what some of these sources are. 

I, personally, have introduced a bill to 
withhold tax on interest and dividends 
which would raise revenues $2.3 billion 
in the first year. We are losing $7 to $14 
billion in unreported incomes, according 
to the Treasury estimates. 

This is not a tax increase. It is reve
nues presently owed under existing law 
and which, because of the way the law is 
being administered, are simply not being 
collected. It amounts not to a new tax, 
but to the closing of a tax loophole and, 
in fairness and equity, I feel this change 
in our law ought to be made, regardless 
of the revenue impact. 

It is fortunate that it would generate 
more than called for in this second reso
lution. 

The budget resolution cannot require 
that changes in the budget aggregates 
come from specific legislative changes. 
For this reason, while I support this 
pending resolution, I will continue to try 
to cause the increased revenues to come 
from other sources than a windfall prof
its tax, such as the bill I have introduced, 
which I just mentioned. 

Turning now to the spending side of 
Senator KASSEBAUM's amendment, I 
understand she reduces function 270 
(energy) budget authority by $22.5 bil
lion and $0.4 billion in outlays. She is 
thus taking out all of the allowance for 
new energy initiatives assumed in the 
budget resolution. 

Here again, I have a Jot of sympathy 
for Senator KASSEBAUM's position. I 
voted against the motion which added 
this money to the resolution. I thought 
a considerably smaller allowan-ce for 
new energy initiatives, such as synthetic 
fuels. 

Nevertheless, I support the position 
the budget resolution reflects of allow
ing enough room for Congress to con
sider all reasonable alternatives for pro
moting our Nation's energy independ-· 
e:nce. 

My own view-reflected in a bill Sen
ator WALLOP and I have introduced-is 
that a fairly low cost program of price 
guarantees is the best approach for pro
moting the development of synthetic 
fuels. 

If that approach is chosen by Con
gress, we will not need anvthing like the 
amount of budget authority this resolu
tion provides. 

But again, I reluctantly must oppose 
Senator KAssEBAUM's efforts because it 
is important that we preserve a broad 

range of options in the critical area of 
energy development. 

The PRESIDING OFFICER. Under 
the previous order, the hour of 2: 15 hav
ing arrived, the vote will now occur in 
relation to unprinted amendment num
bered 563 offered by the Senator from 
Colorado (Mr. ARMSTRONG). 

The yeas and nays have been ordered 
on the amendment and the clerk will call 
the roll. 

Mr. DOLE. Mr. President, a parlia
mentary inquiry. 

The PRESIDING OFFICER. The Sen
ator will state it. 

Mr. DOLE. Following the votes on the 
two amendments, we will then return to 
the Kassebaum amendment? 

The PRESIDING OFFICER. The Sen
ator is correct-! think there are three 
amendments. 

The clerk will call the roll. 
The legislative clerk called the roll. 
Mr. STEVENS. I announce that the 

Senator from Vermont (Mr. STAFFORD) 
is absent on official business. 

I further announce that, if present 
and voting, the Senator from Vermont 
<Mr. STAFFORD) would vote "nay." 

The PRESIDING OFFICER. Are there 
any other Senators in ·the Chamber 
wishing to vote who have not done so? 

The result was announced-yeas 38, 
nays 61, as follows: 

[Rollcall Vote No. 296 Leg.) 

YEAS-38 
Armstrong 
Baker 
Bentsen 
Boren 
Boschwitz 
Byrd, 

Harry F., Jr. 
Cochran 
Cohen 
Danfort h 
Dole 
Domenicl 
Garn 

Gravel 
Hatch 
Hayakawa 
Hefiln 
Helms 
Humphrey 
Jepsen 
Kassebaum 
Laxalt 
Lugar 
McClure 
Nunn 
Packwood 

NAY8-61 
Baucus Goldwater 
Bayh Hart 
Be:lmon Hatfield 
Eiden Heinz 
Bradley Hollings 
Bumpers Huddleston 
Burdick InouYIEl 
Byrd, Robert C. Jackson 
Cannon Javits 
Chafee Johnston 
Chiles Kennedy 
Church Leahy 
Cranston Levin 
Culver Long 
DeConcini Magnuson 
Durenberger Mathias 
Durkin Matsunaga 
Eagleton McGovern 
Exon Melcher 
Ford Metzenbaum 
Glenn Morgan 

Percy 
PressLer 
Ptoxmire 
Roth 
Schmitt 
Schweiker 
Simpson 
Stevens 
Thurmond 
Tower 
Wallop 
Warner 
Zorinsky 

Moynihan 
Muskie 
Nelson 
Pell 
Pryor 
Randolph 
Ribicoff 
Riegle 
Sarbanes 
Sasser 
St ennis 
Stevenson 
Stewart 
Stone 
Talmadge 
Tsongas 
Weicker 
Williams 
Young 

NOT VOTING-1 
Stafford 

So Mr. ARMSTRONG's amendment (UP 
No. 563) was rejected. 

UP AMENDMENT NO. 564 

The PRESIDING OFFICER. Under the 
previous order a vote will now occur in 
relation to unprinted amendment No. 
564 offered by the Senator from Mon
tana (Mr. MELCHER). 

The question is on agreeing to the 
amendment of the Senator from Mon
tana. On this question, the yeas and nays 
have been ordered and the clerk will call 
the roll. 
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The second assistant legislative clerk 
called the roll. 

Mr. STEVENS. I announce that the 
Senator from Vermont (Mr. STAFFORD) 
is absent on official business. 

I further announce that, if present, 
and voting, the Senator from Vermont 
<Mr. STAFFORD) would vote "nay." 

The PRESIDING OFFICER. Is there 
any Senator in the Chamber who has 
not voted and desires to do so? 

The result was announced-yeas 9, 
nays 90, as follows : 

[Rollcall Vote No. 297 Leg. ] 

YEAB-9 

Baucus 
Bayh 
Bu rdick 

Arm st rong 
Baker 
Bellmon 
Bentsen 
Biden 
Boren 
Boschwitz 
Bradley 
Bum pers 
Byrd, 

Harry F ., Jr . 
Cannon 
Ch afee 
Chiles 
Chur ch 
Coch ran 
Coh en 
Cranst on 
Culver 
Danforth 
DeConcini 
Dole 
Domenici 
Du ren berger 
Durkin 
Eaglet on 
Ex on 
Ford 
Garn 
Glenn 
G oldwater 

Byrd, Robert C. McGovern 
Jackson Melcher 
Magnu son Metzen baum 

NAYS-90 
Gravel 
Har t 
Hatch 
Hatfield 
Hayakawa 
Heflin 
Hein z 
Helms 
Hollings 
Huddlest on 
Humphrey 
In ouye 
J a vi t s 
J ep sen 
Johnst on 
Kassebaum 
Kennedy 
Laxalt 
Leah y 
Levin 
Long 
Lugar 
Math ias 
Matsunaga 
McClUI'e 
Morgan 
Moynih an 
Musk ie 
Nelson 
Nunn 
Pack wood 

Fell 
Percy 
Pressler 
Proxmire 
Pryor 
Randolph 
R ib icoff 
R iegle 
Rot h 
Sarbanes 
Sasser 
Schmitt 
Schweiker 
Simpson 
Stennis 
Steven s 
Steven son 
St ewar t 
Stone 
Talmadge 
Thu rm ond 
Tower 
Tsongas 
Wa llop 
Warner 
Weicker 
Williams 
Youn g 
Zorinsky 

NOT VOTING-1 
Stafford 

So Mr. MELCHER's amendment <UP 
No. 564) was rejected. 

(Later the following occurred: ) 
Mr. BAYH. Mr. President, I noted with 

some surprise the vote I cast on the 
amendment of the distinguished Sena
tor from Montana was listed in the nega
tive where I thought I had cast it in the 
affirmative. That will not change the out
come of the rollcall. 

I ask unanimous consent that the vote 
I cast on rollcall No. 297 be changed 
from the negative to the affirmative. 

The PRESIDING OFFICER. Is there 
objection to the request? 

Without objection, it is so ordered. 
<The foregoing vote has been cor

rected to reflect the above order. ) 
AMENDM ENT NO . 5 65 

The PRESIDING OFFICER. The ques
tion now recurs on unprinted amend
ment No. 565 offered by the Senator from 
Kansas <Mrs. KASSEBAUM). The remain
ing time on the amendment is 31 
minutes for the proponents and 45 min
utes for the opponents. 

Who yields time? 
Mrs. KASSEBAUM. Mr. President, 

there is how much time left, 30 minutes? 
The PRESIDING OFFICER. Thirty

one minutes for the proponents and 45 
minutes for the opponents of the 
measure. 

Mrs. KASSEBAUM. While we are in 
the process of negotiations on this, Mr. 
President, I should like to speak to some 
of the background on this amendment 
that I am introducing, because it did pro
duce a lot of controversy in the Budget 
Committee when we were discussing it. 

At the time that this came up under 
revenue consideration in the Budget 
Committee, we had a letter from the 
Committee on Finance asking that we 
not make that assumption in the sec
ond concurrent budget resolution, 
because they wanted the flexibility to 
structure energy legislation which they 
felt was important. 

I think this is a question that we are 
all addressing one way or another, those 
who voted for including $2 billion in rev
enue at that point from a windfall prof
its tax. It was stated at the time in a mo
tion that was made by Senator ExoN that 
was approved in the Budget Committee 
and how we are going to meet these en
ergy needs. 

I think it certainly is false, one of the 
reasons that was given to oppose this 
measure, that we are not seeking to cur
tail energy programs. We are just in
terested, all of us, in conservation. 

The PRESIDING OFFICER. Let us 
have order in the Chamber. 

Mrs. KASSEBAUM. In the list of rea
sons to oppose, there may be many rea
sons why this should be opposed. As I 
said earlier, it is not my intention to 
make this an up or down vote on the 
windfall profits tax. That is not the is
sue. 

Nor is it, as No.8 in reasons to oppose, 
oil import reductions resulting from en
hanced conservation and production, 
considered by some as vital to our na
tional security. They are considered vital 
by all of us. It certainly would not be one 
of the reasons that I think would be rele
vant to oppose my amendment. What we 
are trying to address in this particular 
moment is just how this should be prop
erly structured to give an adequate re
flection to our accounting procedures in 
the budget process. 

Mr. HATCH. Will the Senator yield? 
Mrs. KASSEBAUM. I yield to the Sen

ator from Utah. 
Mr. HATCH. Mr. President, I should 

like to ask the distinguished chairman 
of the Committee on the Budget, the 
Senator from Maine, a couple of ques
tions relating to parliamentary status . 
I am concerned about this windfall prof
its tax problem and I want to establish a 
record. I think my friend and colleague 
can help me do that, because he under
stands the Budget Act and the Budget 
Committee process as well as if not bet
ter than anybody on the floor of the 
Senate. 

If the second concurrent budget reso
lution passes in its present form, when 
the windfall profits tax comes up for 
consideration after the second concur
rent budget resolution passes, am I cor
rect in assuming that if somebody tried 
to increase the windfall profits tax or de-
crease it, a point of order could be raised? 
Is that the viewpoint of the chairman of 
the Committee on the Budget? 

Mr. MUSKIE. If the Senator is asking 
me a question about a hypothetical rev-

enue bill, I really hesitate to give a par
liamentary ruling or to buy one without 
seeing the bill. 

Obviously, the budget resolution sets 
a ceiling on spending and a floor on rev
enues. The point of order is the way that 
both are protected on the Senate floor. 
To try to en vision every kind of spend
ing bill and to ask hypothetical questions 
about hypothetical amendments that 
might be offered to it and how the point 
of order would be applied is not a very 
good way to make parliamentary rulings. 
Obviously, there is a revenue floor in the 
budget resolution, which the Budget Act 
says is to be protected. Exactly how the 
protection would be advanced with re
spect to a particular situation, I find it 
a little difficult to try to rule on in 
advance. 

(Mr. MAGNUSON assumed the chair.) 
Mr. HATCH. If I could ask it this way, 

just so everybody on the floor under
stands: As I understand it, the windfall 
profits tax in the resolution is $2 billion. 

Mr. MUSKIE. No, no. The record is 
clear on that. I have made it very clear 
that the $2 billion in the resolution does 
not assume or mandate passage of the 
windfall profits tax. It assumes that in 
order to hold the deficit down, part of 
the burden of doing so should rest on 
the revenue side of the budget as well as 
on the spending side of the budget, and 
how the revenue is raised is the respon
sibility of the Finance Committee of the 
Senate and the Ways and Means Com
mittee of the House. And there are other 
options. 

I do not interpret the $2 billion as a 
mandate to pass the windfall profits tax. 
Obviously, because the House has passed 
one and because the President has re
quested one, that is one of the options 
that the Finance Committee is going to 
be considering. Whether or not it ap
proves one or what kind it will approve 
or what recommendations it might make 
to use its proceeds are questions not yet 
answered. So I am not prepared to 
answer them. 

I just want to make clear on the record 
here, as I thought I did earlier today in 
extensive discussion, that the $2 billion 
does not mandate the passage of any par
ticular kind of tax. As a matter of fact, 
as Senator ARMSTRONG suggested in his 
debate on his amendment, it could well 
be that as a result of faster deregulation 
of oil, revenues from existing law might 
very well cover the additional revenues 
anticipated in the budget resolution, so 
we may not even need revenue-raising 
legislation, depending upon what that is. 

Mr. HATCH. I understand what my 
colleague is saying. Let us assume $2 
billion is raised by whatever means. At 
this point, would a point of order lie 
against an amendment reducing the $2 
billion? 

Mr. MUSKIE. This is not a parlia
mentary ruling or even a recommended 
ruling. 

Mr. HATCH. I understand. What is 
the viewpoint of my colleague? 

Mr. MUSKIE. Let me give my caveats. 
This is not a parliamentary ruling or 
even a recommended ruling, because I 
do .not think it is particularly useful or 
helpful to give hypothetical rulings to 
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hypothetical propositions in the course 
of a debate on any piece 0'£ legislation. 
I would not do it as a lawYer. 

I remember when I was in law school 
and the professor advised us all on how 
to deal with the first client to come into 
the office. The client comes in and lays 
cut a fact situation. You are so fresh 
from your law school course that you 
remember exactly what the law is as to 
that situation. But if you are wise, you 
say to the client, "Come back tomor
row." 

Then, in the next 24 hours, you study 
that question anew and make sure your 
recollection is right. Then, if your recol
lection is right, you give him that advice. 

Then, after you have given him the 
advice, the second day, on his heels, an
other client comes in and puts to you a 
fact situation that is almost identical, 
what seems identical to the first client. 
Do you give him advice on the spot? No, 
you do not. You delay him 24 hours to 
study those facts and make sure they are 
identical and the same law applies. Then 
when he comes back, you give him your 
advice. 

Mr. HATCH. What is the Senator's 
tentative feeling on this matter? 

Mr. MUSKIE. What I am saying here 
is as an ad hoc, casual opinion in re
sponse to your question, and probably 
not very useful. But with that caveat, I 
am not reluctant to say it. 

If the bill that comes to the floor is a 
revenue raiser, but it does not raise the 
full $2 billion that is implied in the 
resolution, in my judgment, it would not 
be subject to a point of order. So if the 
first bill does not provide the total $2 
billion, I do not believe that is subject 
to a point of order and I would not raise 
it unless the parliamentary situation 
were different than that. 

If an amendment is offered to that 
bill which reduces the revenue potential 
of that bill but does not reduce it by a 
billion dollars, should that be subject to 
a point of order? I really do not know. 
I do not know what my final judgment 
on that would be. 

The second hypothetical, suppose the 
first amendment would reduce the rev
enue potential of that bill by $1.5 billion. 

There, I am more disturbed. There, I 
am more disturbed because it is con
ceivable that no other amendments 
would be offered and, if that amend
ment is adopted without being chal
lenged by a point of order, that the net 
effect of the bill might be to reduce rev
enues by $0.5 billion and there might not 
be a subsequent chance to change the 
effect of the bill. 

So that creates problems. 
Or suppose a third hypothetical situa

tion which has been discussed on the 
floor: Several amendments reducing rev
enue are offered and the net effect of 
all of them is to preserve some of the 
revenue potential of the bill, but the 
effect of any one of them standing alone 
might be to destroy the revenue-raising 
potential of the bill. 

Well, I do not know how it would come 
out with the Parliamentarian. 

I do not know what my final judgment 
would be with respect to that. 
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I think some flexibility in this process 
is desirable. But those are the hypothet
ical situations that occurred to me, or 
that have been suggested to me. 

I do not know what the final ruling 
would be. 

The objective, of course, of the point 
of order is to preserve the revenue floor 
of the resolution. How these different 
situations would be protected by that 
point of order is a legitimate question. 
I think it needs to be studied. I would 
dislike very much to see us try to resolve 
it finally today before we have had an 
opportunity, really, to study the impli
cations of each of these possibilities, and 
there may be others. 

Mr. HATCH. To answer my particular 
hypothetical, if there was $2 billion 
raised, by whatever means, and some
body came in with an amendment to 
reduce that amount, would not a point 
of order lie against that amendment to 
reduce? 

Mr. MUSKIE. It may very well. I think 
the answer is similar to what it would 
be for an amendment to a bill which is 
within the spending limits of the budget 
resolution, but which, by itself, would 
breach them. Would that amendment be 
subject to a point of order? 

I do not have a sharp, complete recol
lection of the precedents here to even 
answer that question. 

Mr. HATCH. If I recall correctly, the 
points of order have been raised in pre
cisely that situation. 

Mr. MUSKIE. If they are, that is one 
of the weapons of the Budget Act. But 
how it would necessarily apply to the 
whole range of possible parliamentary 
situations in which we might find our
selves is a little hard to say here on the 
floor of the Senate. 

The Senator's imagination is pretty 
fertile. So is mine. But I doubt very much 
we could lay down all the permutations 
upon which the Parliamentarian might 
be asked to rule. 

Mr. HATCH. I yield to the distin
guished Senator from Kansas. 

Mr. DOLE. Mr. President, a parlia
mentary inquiry. 

The PRESIDENT pro tempore. The 
Senator will state it. 

Mr. DOLE. Mr. President, assuming 
that the amendment by the distinguished 
Senator from Kansas (Mrs. KASSEBAUM) 
is defeated, and the Finance Committee 
reports a bill to the floor with $1 billion 
in revenue-not $2 billion, but $1 billion 
of revenue-and some Senators stand up 
to offer a. tax credit, of any amount, that 
would reduce that $1 billion, would that 
be subject to a point of order in accord
ance with section 311 of the Budget Act? 

The PRESIDENT pro tempore. Yes, it 
would. 

Mr. DOLE. It would be subject to a 
point of order. 

I suggest that is the key. I do not know 
of any Senator on this floor, those on the 
floor will understand they should bring 
all their amendments to the Finance 
Committee, that someone will not get the 
message, there is always somebody who 
does not. 

Mr. MUSKIE. Could I put another 
parliamentary point. 

Mr. DOLE. Could I finish this point? 
Mr. MUSKIE. I think the Senator 

ought to discuss both points. 
Mr. HATCH. Then I would like to 

make a point. 
Mr. MUSKIE. I do not think the 

Kassebaum amendment changes the 
situation. 

Mr. President, assume it prevails, that 
the $2 billion additional revenue assump
tion in the budget is dropped, thus rais
ing the deficit by $2 billion. 

Let us assume the windfall profits tax 
comes to the floor with all its proceeds 
earmarked for production incentives, 
conservation incentives, and others, so 
no revenue is raised in it beyond what is 
earmarked for purposes. 

Now, at that point, if a Senator offered 
an amendment, a tax cutting amend
ment of the kind discussed by the Sen
ator from Kansas, would it be subject 
to a point of order? 

The PRESIDENT pro tempore. If it 
has the effect of eroding the reconcilia
tion process, it would. 

Mr. MUSKIE. Of what? 
The PRESIDENT pro tempore. If it 

has the effect of eroding the reconcilia
tion process, then it would be subject to 
a point of order. 

Mr. MUSKIE. So that the Kassebaum 
amendment, if it fails, has nothing to 
do with the parliamentary problems of 
anybody offering a revenue reduction 
amendment to the Internal Revenue 
Code. 

I mean, the fact we assume $2 billion 
of additional revenue does not change 
the nature of the ruling that has to be 
made if a tax reduction amendment 
which would reduce revenues below thP. 
floor in the budget resolution wen~ 
offered. 

I am perfectly willing to engage in 
these parliamentary exercises, but may 
I say to my good friends, time is run
ning on this bill. There is one morP. 
amendment to come. We have tried to 
accommodate every amendment and ev
ery Senator with an amendment within 
the time limitation of the law. 

I would sincerely hope that we get to 
the amendment, take as much time on 
the Kassebaum amendment as we need, 
but hopefully exercise some restraint in 
the consumption of time so other Sena
tors can be accommodated. 

The PRESIDENT pro tempore. Who 
yields time? 

Mr. HATCH. Mr. President, I think I 
have the floor. 

The PRESIDENT pro tempore. The 
Senator from Kansas. 

Mr. HATCH. Will the Senator yield 
me some time? 

Mrs. KASSEBAUM. I yield some time 
to the Senator from Utah. 

Mr. HATCH. Mr. President, I am con
cerned because I support the Kassebaum 
amendment. I think it is a good amend
ment. 

What I am concerned about is the 
argument being used against Mrs. KAssE
BAUM's amendment here that if it is 
passed it will foreclose increasing the 
revenues in the future, or if it is not 
passed it may be subject to a point of 
~rder if _it is raised in the future, except 
In the Finance Committee itself. 
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I think it is an important issue. I just 
want to bring that up. 

Might I propound one more parlia
mentary inquiry, and then I will quit the 
floor? 

The PRESIDENT pro tempore. The 
Senator will state it. 

Mr. HATCH. Is it not true, if we want 
to avoid these parliamentary problems in 
the future, perhaps the method to do so 
would be to move under section 904(b) 
to suspend the Budget Act for the wind
fall profits tax legislation. 

Would that be the parliamentary way 
of solving the problem and can we do it 
in advance during this debate so that 
we can protect the rights of Senators in 
the future? 

The PRESIDENT pro tempore. Did 
the Senator propound a parliamentary 
inquiry? 

Mr. HATCH. I did. 
The PRESIDENT pro tempore. It is 

possible to waive the requirements of 311 
of the Budget Act by motion. 

Mr. HATCH. Am I correct in assuming 
it is a motion pursuant to 904(b) to sus
pend the Budget Act? 

The PRESIDENT pro tempore. Yes. 
That is correct. 

Mr. HATCH. Can that motion be made 
in advance of a future debate, during 
this present debate? 

The PRESIDENT pro tempore. It could 
be done in advance. 

Mr. HATCH. I thank the Chair. 
I call the attention of my colleagues to 

this issue, which I think is important. 
I do not want arguments being raised 

against the Kassebaum amendment at 
this time that points of order may be 
raised in the future as a result 
of her amendment at this time. I 
want my colleagues to realize that 
points of order could lie in the 
future, should the Kassebaum amend
ment not be agreed to and $2 bil
lion worth of revenues raised. Then any 
reduction in the windfall profits tax . 
assuming that is the area where the rev~ 
enue is raised, may be subject to a point 
of order. I ju~t want to make the record 
on that particular issue. 

Mr. MUSKIE. I yield myself 2 min
utes. 

Mr. President, if I ever saw or heard 
or smelled a red herring, this is it. 

Of course, the Budget Act can be sus
pended, just as the rules of the Senate 
can be suspended. We suspend the rules 
of the Senate every day. 

Section 904 of the Budget Act says 
nothing that would not be the fact if 
section 904 did not exist. 

The Senate, by unanimous consent 
can suspend the Budget Act, just as it 
caz: suspend any rule or all the rules, 
wh1ch we do every day. 

However, what the Senator from Utah 
seems to be encouraging is that we do it 
on a routi~e basis, on a wholesale scale, 
and even 1n advance of specific issues 
because he does not like the Budget Act: 
At least, he does not like that part of it 
that he finds uncomfortable. 

Of course, the revenue side of the 
budget res~lution is subject to a point of 
order. What other discipline is available 
for that purpose? Just as the spending 

side is, and I do not see him quarreling 
with a point of order on the spending 
side. I never heard him quarrel about 
that, only about the point of order with 
respect to the Kassebaum amendment, 
and that is a red herring. 

The ruling he is talking about would 
apply to this resolution if the Kassebaum 
amendment prevails, in the same way it 
would apply if the Kassebaum amend
ment is defeated. 

So that is what this argument is all 
about, except perhaps as a devious way 
to frlghten people into voting for the 
Kassebaum amendment on irrelevant 
grounds. 

This is a straightforward issue. I have 
not made any argument against the 
Kassebaum amendment that should 
have provoked this parliamentary can of 
worms. I have answered her concerns 
on a straightforward basis. Because the 
Se~ator ~r?m Kansas felt that including 
th1s $2 bllllon was. in effect, an endorse
~ent of the windfall profits tax, I made 
1t clear 2 hours ago that that was not the 
if!1~lication we have drawn from that $2 
b1ll10n revenue assumption. 

As to a concern that such large 
amounts encourage budgetary slackness 
there is that danger. But what we tried 
to do is to put in numbers, on both the 
spending side and the revenue side, that 
would accommodate the debate on all 
these energy issues which have not yet 
been resolved. We may have put in too 
much room, as events may prove, one 
way or another; but the Senate and the 
House have that potential within their 
control. So I do not see why we should 
be that alarmed. 

Mr. President, I reserve the remainder 
of my time. 

Mrs. KASSEBAUM. I yield 2 minutes 
to the Senator from Kansas <Mr. DoLE). 

Mr. DOLE. I thank the Senator. 
Mr. President, on page 126 of the hear

ings of the Budget Committee it says: 
Exon motion to increase revenues by assum

ing windfall profits tax of $2 billion. 

That is rather specific so far as the 
Senator from Kansas is concerned. 

However, the point I make-and it is 
not a red herring-is this: What my dis
tinguished friend from the Budget Com
mittee is saying is that we cannot reduce 
the $2 billion. If we come out of the Fi
nance Committee with a net so-called 
windfall profits tax of $2.5 billion, we can 
take it down to $2 billion. Nobody quar
rels with that. The point is that if we 
come out with $1.4 billion, after all the 
credits we are assuming in our commit
tee today and the next day and the next 
day, then anyone who offers an amend
ment to reduce that by $10 million will 
be subject to a point of order. 

I yield to the distinguished Senator 
from Oklahoma, who made even a better 
point a minute ago in discussing this with 
me. 

Mr. BOREN. I thank the Senator for 
yielding. 

Mr. President, what we are dealing 
with here is not a red herring at all. It is 
a very real issue. 

I submit, with all due respect, that the 
red herring has been brought in by the 
distinguished chairman of the committee 

in stating the case as follows: If we had 
a bill which raised no revenue, then even 
without the Kassebaum limit, a motion 
to reduce it would be subject to a point 
of or~er. That is the red herring, because 
that 1s a case that never will occur. 

The case that is yery likely to occur 
is that the Finance Committee would 
vote out a bill which raised some revenue, 
let us say $2 billion of revenue, and then 
an amendment is offered to reduce that 
amount of revenue, let us say to provide 
some exemption with the Kassebauip 
amendment. That motion would not be 
subject to a point of order. 

However, without the Kassebaum 
amendment, assuming that we would be 
raising some $2 billion and then there 
was an amendment to reduce that 
amount, it would be subject to a point 
of order, and of course it could be 
changed by unanimous consent. 

What we are really saying here is that 
given the more likely case of what i~ 
likely to come out of the Finance Com
mittee, Members would not be able, on 
the floor of the Senate, on one of the 
most important matters to come before 
the Senate in this year, a matter of grave 
concern to the future of this Nation in 
assuring an adequate energy supply for 
our people-that Members of the Sen
ate would not be able to offer amend
ments which reduce the revenue figure 
below $2 billion, even if those amend
ments were cost effective in getting the 
people of this country more energy. 

I submit that that is a very serious 
matter. It is not a red herring. It is some
thing aimed at encouraging the process 
of debate and the deliberative process 
in terms of cost effectiveness on one of 
the most important issues this body 
faces. 

So there is a distinct difference in 
whether or not we have the Kassebaum 
amendment, in terms of flexibility and 
the freedom of individual Members to 
offer amendments. 

I say again, with all due respect, that 
I am afraid the only red herring is the 
fictional possibility raised by the chair
man of the Budget Committee of the cir
cumstance in which we never are likely 
to be operating. 

The PRESIDENT pro tempore. The 
time of the Senator from Kansas has 
expired. 

Mr. MUSKIE. Mr. President, I again 
urge Senators, if they can find it within 
their plans, to find a way in the remain
ing time to accommodate the conclusion 
of the debate on this amendment and 
the amendment to follow. 

I do not need any more time on this 
amendment. I doubt that anything fur
ther I might say would be persuasive to 
anybody in the ranks of my opposition. 

I am ready to yield back the remainder 
of my time. 

~r. MELCHER. Mr. President, will the 
chairman yield? 

Mrs. KASSEBAUM. Mr. President 
how much time do I have remaining? ' 

The PRESIDENT pro tempore. The 
Senator from Kansas has 7 minutes. 

Mr. MELCHER. Mr. President will the 
chairman yield to me? ' 

The PRESIDENT pro tempore. The 
Senator from Maine has 41 minutes. 
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Mr. MUSKIE. Mr. President, I yield 
back 36 minutes of my 41 minutes. 

Mr. MELCHER. Mr. President, will the 
Senator yield? 

Mr. MUSKIE. I yield. 
Mr. MELCHER. Mr. President, just for 

amplification and for the edification of 
the Senate, if any tax cuts were offered 
that would be below the amount in the 
budget resolution, to raise less revenue, it 
would be subject to the same restrictions 
or constraints as those talked about here 
in the windfall profits tax. 

Mr. MUSKIE. That is exactly the point 
I was making, which was described as a 
red herring. It depends upon whether the 
ruling is one you like or one you do not 
like. 

I have been brought up pretty close to 
herring on the coast of Maine, and I 
think I recognize a red one when I see 
one. [Laughter.] 

The Senator is correct. 
Mrs. KASSEBAUM. Mr. President, I 

yield to the Senator from Louisiana. 
Mr. LONG. Mr. President, the way I 

understand the situation, the Senator 
from Kansas (Mrs. KASSEBAUM) defi
nitely has a cause for concern. The way 
I understand this situation, when the 
Committee on Finance reports out the 
windfall profits bill it will not be subject 
to a point of order if it raises as much as 
1 cent net to the Treasury. 

Now, if it lost money, of course it would 
be subject to a point of order. 

I have discussed this matter with the 
Parliamentarian and I would like to be 
corrected if I am in error here. Let us 
assume the Finance Committee reports 
out a bill that raises a net of $1 bil
lion, perhaps including some amend
ments that raise taxes and some that 
provide tax credits and deductions. Then 
other Members of the Senate would be 
foreclosed from offering any amendment 
that would reduce the revenue gain in 
that bill. In other words, the committee 
could recommend a reduction, but any
thing that could not muster majority 
vote in the committee could not be of
fered on the floor by a Senator, to take 
care of a matter about which he is con
cerned. 

Mr. President, I am not happy about 
that state of affairs. I have no doubt that 
as !ar as any amendment the Senator 
from Louisiana is interested in, he can 
persuade the committee to vote on it one 
way or the other. The probabilities are 
that if he could not prevail in his own 
committee, he is not going to be able to 
prevail in the Senate. That does not 
bother this Senator. But I am concerned 
about other Senators saying they have 
not been treated fairly, that people on 
the Finance Committee took care of the 
matter they were concerned about while 
other Senators would be foreclosed out 
here by a point of order from even being 
able to offer their amendments. 

Mr. President, I hope very much that 
such a situation could be avoided. I hope 
that we could vote on the bill, let every
one, particularly if he has an amend
ment germane to the bill, have the op
portunity to offer his amendment so long 
as it does not turn the bill into a revenue 
loser, and then go to the House andre-

solve our differences the way we always 
have in the past. 

I am concerned about the amendment 
not because of anything the Senator 
from Louisiana wants to offer. He can 
offer his amendment in committee. But 
I am concerned about the right of every 
Senator who might want to offer an 
amendment that might be of concern to 
his constituents-either for the low-in
come people who might be adversely af
fected, or !or his producers, or perhaps 
he wants to offer a tax credit to help 
certain consumers. I understand that 
they would be foreclosed. I would hope 
that it could be agreed that they not be 
foreclosed, that so long as the bill with 
the amendment would still be a positive 
addition to the revenues of the country, 
that the amendment would be in order. 
My understanding is that it would not 
be in order under the Budget Act. 

Mr. DOLE. Mr. President, if the Sena
tor will yield, that violates section 311 of 
the Budget Act. 

Mr. LONG. That is my understanding. 
I am reluctant to make a motion to 

make all amendments in order. But I 
feel compelled to vote for the Kassebaum 
amendment to allow Senators a chance 
to offer their amendments. I personally 
do not like the idea of setting a stage for 
Senators to be denied the opportunity to 
offer their amendments as long as the 
bill would remain a revenue-raising bill. 

Mr. DOLE. Will the Senator yield? 
Mr. LONG. I yield. 
Mr. DOLE. There might be some ter

rific amendment thought of between now 
and the time the bill comes to the floor 
that would not only be cost effective but 
it might produce some energy and a Sen
ator would offer the amendment and 
another Senator would say no, it is sub
ject to a point of order and section 311; 
the Parliamentarian would rule it is sub
ject to a point of order, and the first Sen
ator would be out of business. 

Mr. LONG. That is right. 
The PRESIDENT pro tempore. Who 

yields time? 
Mr. MUSKIE. I yield myself 2 minutes. 
Mr. President, I find it incredible that 

the chairman of the Finance Committee 
has announced to us he is going to vote 
for Kassebaum so that he can change 
the parliamentary situation with respect 
to rulings on amendments to revenue 
bills which have not even come to the 
floor. Surely he must know better than 
that. He can vote for Kassebaum for any 
reason he wishes, rational or irrational, 
but to suggest that by his vote for Kasse
baum he is, in effect, making a parlia
mentary ruling on amendments to future 
revenue bills that favor his interpreta
tion of the Budget Act, I find incredible. 

Last spring we had the 1979 Supple
mental Appropriations bill with exactly 
the same situation. Senators wishing to 
add spending to that bill had, at the 
same time, to propose cuts in other por
tions of the bill or be subject to a point 
of order. 

I did not hear any ~creams from the 
chairman of the Finance Committee at 
that time. Sw·ely the same situation 
should apply with respect to the revenue 
side. 

If these Senators do not like the budget 
discipline--and the chairman of the Fi
nance Committee has indicated that over 
and over again, let us repeal the Budget 
Act and you will not have this awkward 
inconvenience and encumbrance stand
ing in your way. 

What I understand is being said here 
is that it might just be pos3ible in future 
revenue bills that come to the floor that 
we can no longer build Christmas trees 
on the floor of the Senate as we have 
in the past. Perhaps we may never again 
be able to write Christmas trees on the 
floor that the chairman of the Finance 
Committee then takes to conference and 
tailors to his own specifications. That 
is what it is all about. 

Senator LONG, who is a very shrewd 
parliamentarian and tactician on the 
floor of the Senate, saw his opportunity 
to sow confusion as a result of this issue 
that has been raised around the Kasse
baum amendment. It has nothing to do 
with the Kassebaum amendment. Be
lieve me. It has nothing to do with it. 

It has nothing to do with future rev
enue bills that have not even come to 
the floor. 

For those who want built-in protec
tion against the inconveniences of the 
Budget Act, may I suggest the most di
rect route to remove them? Introduce 
legislation to repeal it. As a matter of 
fact, if amendments like this are 
adopted, if parliamentary rulings such 
as recommended by the chairman of the 
Finance Committee are approved by the 
Senate, and if the discipline continues to 
slip, I may be the first to suggest that 
we just let it drop into discard like an 
abandoned old pair of shoes and not 
even go through the process of repeal. 
Discipline is discipline, and every time 
it begins to bite around here someone 
squirms. 

Let them squirm as far as I am con
cerned. If enough Senators reject the 
discipline of the Budget Act it will be 
dead and Senators will not need parlia
mentary rulings to do it. Senators will 
not have to repeal it. It will die of its 
own dead weight. 

The PRESIDENT pro tempore. The 
Senator from Kansas has 3 minutes re
maining. 

Mrs. KASSEBAUM. Mr. President, 
does anyone else wish to speak? 

Mr. LONG. Mr. President, will the 
Senator yield me 1 minute? 

Mrs. KASSEBAUM. I yield to the Sena
tor from Louisiana 1 minute. 

Mr. LONG. Mr. President, the Senator 
was describing a situation that existed 
last year. I worked with the Senator from 
Maine last year. We were working on a 
revenue bill and we were working under 
a ceiling. When amendments violated the 
ceiling we objected to them. The first 
objection, in most instances, was made 
by the Senator from Maine. I am glad he 
did object because we had to stay within 
the ceiling and we did, even though some 
did not like it. That was our obligation, 
and we stayed within it. 

Here we are talking about a situation 
where we anticipate bringing a bill be
fore the Senate that will raise a lot of 
revenue. The committee can bring the 
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bill out in such a fashion that it only 
raises a few dollars if it wants to do so. 
But assume that the committee brings a 
bill to the Senate that does raise a sub
stantial amount of money on a net basis, 
hundreds of millions of dollars, a bill 
that puts a lot of taxes on a lot of people 
in this country. As I understand it, the 
parliamentary situation would be such 
that individual Senators on this floor 
would be precluded from offering amend
ments that might reduce the revenue in 
the bill, amendments which might be of 
vital concern to their States or to their 
constituents. 

I do not particularly like that situa
tion. It is par for the course for Senators 
to offer amendments on revenue bills of 
that sort. The Senate tends to be gener
ous, but then we go to the conference 
with the House of Representatives and 
the House says, "No, we are not going 
to accept all that," and we usually split 
the difference by the time we get 
through. 

I want to make it clear now before the 
situation arises. I may be the one making 
the points of order myself if it works out 
that way. As I understand the situation, 
the revenue bills that we bring before 
the Senate from the committee will have 
to raise revenues, and any amendment 
that would reduce revenues below that 
amount will be subject to a point of order. 
That is my best advice on the subject, 
and I think if that is the case, the Sen
ate should know it. I do not want Sen
ators to come to me when the point of 
order is made and say, "Why didn't you 
protect us?" The way I read this, they 
will not be protected. Their amendments 
will be out of order. 

I think Senators should be so advised. 
The PRESIDENT pro tempore. The 

time on the amendment has expired. 
Mrs. KASSEBAUM. I thank the dis

tinguished Senator from Louisiana. I 
appreciate his support as chairman of the 
Finance Committee. 

Mr. President, I call for the yeas and 
nays. 

The PRESIDENT pro tempore. The 
yeas and nays are already ordered. 

All time on the amendment having 
expired, the question is on agreeing to 
the amendment <UP No. 565) of the Sen
ator from Kansas <Mrs. KASSEBAUM) . The 
yeas and nays have been ordered, and 
the clerk will call the roll. 

The assistant legislative clerk called 
the roll. 

Mr. STEVENS. I announce that the 
Senator from Vermont <Mr. STAFFORD) is 
absent on official business. 

I further announce that, if present and 
voting, the Senator from Vermont <Mr. 
STAFFORD) WOuld VOte "nay." 

The PRESIDENT pro tempore. Are 
there any Senators in the Chamber who 
have not voted, who wish to vote? 

The result was announced-yeas 35, 
nays 64, as follows: 

[Rollcall Vote No. 298 Leg.] 

YEAS-35 
Armstrong 
Bak.er 
Bentsen 
Boren 
Boschwitz 
Bradley 

Byrd, 
Harry F. , Jr. 

Cochran 
Danforth 
DeConcini 
Dole 

Domenici 
Duren berger 
Garn 
Gravel 
Hatch 
Hayakawa 

Heflin 
Helms 
Humphrey 
Jepsen 
Kassebaum 
Laxalt 

Long 
Lugar 
McClure 
Roth 
Schmitt 
Simp:;on 

NAYS-64 
Baucus Heinz 
Bayh Hollings 
Bellman Hu:idleston 
Biden Inouye 
Bumpers Jackson 
Burdick Javits 
Byrd, Robert C. Johnston 
Cannon Kennedy 
Chafee Leahy 
Chiles Levin 
Church McGovern 
Cohen Magnuson 
Cranston Mathias 
Culver Matsunaga 
Durkin Melcher 
Eagleton Metzenbaum 
Exon Morgan 
Ford Moynihan 
Glenn Muskie 
Goldwater Nelson 
Hart Nunn 
Hatfield Packwood 

Stevens 
Thurmond 
Tower 
Wallop 
Warner 
Young 

Pell 
Percy 
Pressler 
Froxmire 
Pryor 
Randolph 
Ribicoff 
Riegle 
Sarbanes 
Sasser 
Schweiker 
S tennis 
Stev-enson 
Stewart 
Stone 
Talmadge 
Tsongas 
Weicker 
Williams 
Zorinsky 

NOT VOTING-1 
Stafford 

So Mrs. KASSEBAUM'S amendment (UP 
No. 565) was rejected. 

Mr. MUSKIE. Mr. President. I move 
to reconsider the vote by which the 
amendment was rejected. 

Mr. ROBERT C. BYRD. I move to lay 
that motion on the table. 

The motion to lay on the table was 
agreed to. 

Mr. MUSKIE. Mr. President, if the 
Senator will allow me, let me say to my 
colleagues that I understand that there 
are only 60 minutes left. 

The PRESIDENT pro tempore. The 
Senator is correct. 

Mr. MUSKIE. That is 60 minutes left 
on the bill. So all votes will take place 
not later than 1 hour from now. That is 
just to give the Senate some idea of what 
lies ahead. 

UP AMENDMENT NO. 566 

(Purpose: Provides for a 2.5 percent cut in 
new budget authority and outlays for FY 
1980 in every function except functions 
050, 550, 600, 920 and 950) 

Mr. BUMPERS. Mr. President, I have 
an amendment at the desk. 

The PRESIDENT pro tempore. The 
amendment will be stated. The assistant 
legislative clerk read as follows: 

The Senator from Arkan!>as (Mr . BuMPERS), 
for himself, Mr. EXON and Mr. HOLLINGS, 
proposes an unprinted amendment numbered 
566. 

Mr. BUMPERS. Mr. President, I ask 
unanimous consent that further reading 
of the amendment be dispensed with. 

The PRESIDENT pro tempore. With
out objection, it is so ordered. 

The amendment is as follows: 
On page 5, line 25, strike "$636,600,000,000;" 

and insert $632,800,000,000;" 
On page 6, line 5, strike "$546,300,000,000;" 

and insert "$543,400,000,000;" 
On page 6 , line 11, strike "$31,600,000,000;" 

and insert "$28,700,000,000;" 
On page 6, line 16, strike "$890,700,000,000" 

and insert "$887,800,000,000" 
On page 6 , line 17, strike "$916,800,000,000" 

and insert "$913,900,000,000" 
On page 6 , line 18, strike "$946,700,000,000" 

and insert "$943,800,000,000" 
On page 6, line 21, strike "$60,700,000,000" 

and insert $57,800,000,000" 

On page 6, line 22, strike "$86,800,000,000" 
and insert "$83,900,000,000" 

On page 7, line 21 , strike "$13,100,000,000;" 
and insert "$12,800,000,000;" 

On page 7, line 22, strike "$8,300,000,000;" 
and insert "$8,100,000,000;" 

On page 8 , line 6, strike "$5,900,000,000;" 
and insert "$5,800,000 ,000; " 

On page 8, line 7, strike "$5,700,000,000; " 
and insert "$5,600,000,000;" 

On page 8, line 16, strike "$41,000,000,000;" 
and insert "$40,000,000,000;" 

On page 8 , line 17, strike "$7,000,000,000; " 
and insert "$6,800 ,000,000;" 

On page 9, line 1, strike "$12,700,000,000;" 
and insert "$12,400,000,000;" 

On page 9, line 2, strike "$11,900,000,000;" 
and insert "$11,600,000,000;" 

On page 9, line 11, strike "$5,000,000,000;" 
and insert "$4,900,000,000;" 

On page 9, line 12, strike "$2,600,000,000; " 
and insert "$2,500 ,000,000;" 

On page 9, line 21, strike $6,800,000,000;" 
and insert "$6,600,000,000;" 

On page 9 , line 22, strike "$3,000,000,000;" 
and insert "$2,900 ,000,000; " 

On page 10, line 6, strike "$19,500,000,000; " 
and insert "$19,000,000,000;" 

On page 10, line 7, strike "$18,600,000,000;" 
and insert "$18,100,000,000;" 

On page 10, line 16, strike "$8,900,000,000;" 
and insert "$8,700,000,000;" 

On page 10, line 17, strike "$8,400,000,000;" 
and insert "$8,200,000,000;" 

On page 11, line 2, strike "$29,700,000,000;" 
and insert "$29,000 ,000,000;" 

On page 11, line 3, strike "$30,500,000,000;" 
and insert "$29,700,000,000;" 

On page 12, line 17, strike "$4,200,000,000;" 
and insert "$4,100,000,000;" 

On page 12, line 18, strike "$4,400,000,000; " 
and insert "$4,300,000,000 ;" 

On page 13, line 2, strike $4,400,000,000;" 
and insert "$4,300 ,000 ,000;" 

On page 13, line 3 , strike "$4 ,200,000,000 ;" 
and insert "$4,100,000,000;" 

On page 13 , line 12, strike "$9,300,000,000;" 
and insert "$9,100,000,000 ;" 

On page 13, line 13, strike "$9 ,300,000,000;" 
and insert "$9 ,100,000,000;" 

Mr. BUMPERS. Mr. President, I in
quire as to how much time is left on this 
amendment, I believe the time of the 
bill, will have run out considering future 
amendments after my amendment has 
been considered. 

The PRESIDENT pro tempore. One 
hour. 

Mr. BUMPERS. Mr. President, I hope 
we will not have to take the full hour, 
but I want to explain to my colleagues 
very briefly what this amendment does 
and why I am offering it. 

I personally feel deeply in debt to the 
Budget Committee because it has, in
deed, performed yeoman's service to the 
U.S. Senate, working around the clock 
for days in what I believe was a very 
sensible, thoughtful way in trying to save 
us from ourselves. 

They came back with a budget I 
thought was a barebones budget, one 
that took into consideration both the 
needs of the Defense Department and the 
human needs of the country. 

Mr. President, I think it would be ap
propriate to start off by giving my col
leagues a little history of where we have 
been going in the last 4 or 5 years in the 
budgeting process. 

The Budget Committee came in with a 
resolution that provided for a deficit of 
$28.0 billion. That deficit reflected the 
fact that the Appropriations Committee 
had already appropriated over $3 billion 
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more than was allowed under the targets 
we established in May during debate on 
the first concurrent budget resolution. 
After some lengthy negotiations the 
Senate passed a reconciliation resolu
tion which will require several commit
tees to reexamine programs and rescind 
several billion dollars in appropriations. 

For example, that reconciliation reso
lution required the Appropriations Com
mittee, of which I am a member, to go 
back and cut about $3.2 billion off the 
budget. I believe that was a very respon
sible action. That resolution raised our 
deficit slightly to $28.4 billion. 

Mr. MUSKIE. The figure at that point 
was $28.4 billion. 

Mr. BUMPERS. After the reconcilia-
tion. 

Mr. MUSKIE. Then came defense. 
Mr. BUMPERS. That is right. 
The Senate yesterday added $3.2 bil

lion for the Defense Department, which 
puts the deficit back up, if my figures are 
correct, to $31.6 billion. All of this history 
brings me to my point. If that number 
stands, the budget deficit for fiscal year 
1980 will be greater than the deficit we 
are anticipating for fiscal year 1979, 
which ends this month. 

That is not a very happy thought. 
·when we consider the very legitimate de
mand nationwide, for budget restraint. 

My colleague from Arkansas <Mr. 
PRYOR) sent out an article to the news
papers of the State not long ago, a weekly 
column in which he described a group 
coming into his office. They said, "Sen
ator, we need $2 million for a waste 
treatment facility. We also need $1 mil
lion for a new jail." By the time they fin
ished the wish list, it was up to $6 million. 
Before walking out they said, "By the 
way, Senator, we want to tell you that we 
want you to support a balanced budget." 

Every Senator here has had that same 
experience. In the past I have voted 
against every across-the-board cut that 
has been offered in the U.S. Senate. Most 
of them have been amendments to the 
budget resolution. 

I am a strong supporter of the budget 
process in the Senate. I think it has been 
working very well, and I applaud the 
chairman and all the members of that 
committee. 

Most everybody sitting here will re
member Senator Stuart Symington. He 
served for 24 years, from the great State 
of Missouri. When I came here in 1975 he 
was offering an across-the-board cut of 
the defense budget. I talked to him. I 
said, "Senator, when I was Governor of 
my State I always aborted those broad 
ax cuts, it is unbusinesslike, it is not 
selective, you never know who will get 
hurt." 

He said: 
I've been here 24 years, I'm telling you 

that is the only way you will ever get a cut 
because the minute you spotlight a particu
lar program that you're going to cut, there 
will be three plane loads of people land at 
Washington National Airport within 2 hours. 
They will storm over the Capitol and you 
can forget that cut. 

It is not the most responsible way in 
the world to reduce the deficit-but how 
else will we achieve a reduction in Fed
ral spending? 

I am admitting that I have consist
ently voted against this type of amend
ment. I tried to be selective, thoughtful 
and sensitive enough to offer the Senate 
a chance to cut $2.9 billion out of this 
budget without adversely affecting any 
program. 

When we voted to increase the defense 
budget yesterday, we should have been 
required to determine the source of the 
additional funds to pay for that increase. 

The other day in the Democratic cau
cus, in response to all of those Senators 
who were talking about increasing the 
defense budget and how they were not 
going to vote for SALT unless we got 
more money, Senator MusKIE raised the 
very simple, legitimate point, "Where is 
the money coming from, are you going to 
raise taxes, or ask for a bigger deficit. 
Those are your two options." 

There is always silence. I have been 
guilty of silence at times like that. 

When we voted yesterday, we voted 
to choose one option or the other. I have 
added the option of a budget cut. 

We were giving the Defense Depart
ment more money yesterday because in
flation is taking its toll on weapons pro
curement and salaries of manpower. In
flation is absolutely decimating the 
country. 

And what is it related to? It is related 
to our spending policies here. 

I do not know of any place where the 
American people's expectations are more 
out of order than they are in the belief 
that inflation will somehow suddenly 
end if we will just balance the budget. 

It is not true. History shows it is not 
true. In 1967, we balanced the budget. 
It is the only time we have had a bal
anced budget in recent history, and we 
had more inflation that year than we 
had had up to that time. 

It does not necessarily work the way 
the popular conception thinks it works. 

On the other hand, there is no ques
tion that deficit spending is inflationary. 

Yesterday we voted for the Defense 
Department, and a Senator said, "Look 
at that. At the rate we are going, it will 
be 5 years before the Defense Depart
ment gets all the equipment and all the 
ammunition they need." 

I do not want to get into that argu
ment. But who has ever known the De
fense Department to have all the equip
ment and all the ammunition they 
wanted? 

It reminds me of a preacher. If he is 
ever successful in wiping out sin, he will 
be out of a job. The same is true of the 
Defense Department. Give them 100 per
cent of everything they need, and they 
are out of business. But that is another 
argument, and I am not going to pursue 
it. 

I have worked on this amendment for 
almost 2 days now. I went back and 
studied the history of budget deficits in 
this country for the last several years, 
and I will tell Senators where we have 
been going, in case they have not looked. 

My first ye•H in the Senate, in 1975, 
we had a deficit of $45 .18 billion. In 1976, 
when we were appropriating money right 
and left, trying to pull out of another 
recession, it was $66 billion. 

Since that time, things have been 

going reasonably well in the budgeting 
process. Bear in mind that in 1976, the 
deficit was $66 billion. '!he next year, we 
cut it by $22 billion, down to $44.9 bil
lion. The next year, there was a slight 
increase of $4 billion. But in 1978, it was 
$48 billion, and the estimate for this year 
is down to about $30 billion. It is about 
$30 billion from 1978's $48 billion, an $18 
billion cut in the deficit from last year 
to this year. That is a trend we must 
continue. 

We cannot leave here and tell the 
American people we have decided to re
verse that trend and start the budget 
deficits upward again. 

What I am trying to do with this 
amendment, I say to my colleagues, is to 
cut $2.9 billion. I have eliminated all 
those functions from this cut in which 
I think it would have the most devastat
ing effect. 

We took out the 550 function, which 
covers medicaid and medicare, health re
search, education and training of the 
health work force, consumer and occupa
tional health and safety. All those are 
excluded and are not covered in my 
amendment. 

We took out function 600, the biggest 
function, by far, in the budget. There is 
more than $216 billion in that function. 
That money goes to the neediest of the 
needy of our country. Social security is 
included in that function. 

To tell the truth, I had a little difficulty 
voting yesterday for a 3-percent increase 
in the defense budget and then coming 
before the Senate today and saying that 
we are going to take the money out of 
social security. I am not going to do that, 
and that is why I have eliminated that 
function from my amendment. 

The defense function has also been 
eliminated from my amendment because 
the Senate spoke on that yesterday, loud 
and clear. 

I took out the interest function. The 
interest we have to pay on the national 
debt because we do not have control over 
it. 

I took out allowances, offsetting re
ceipts, and, finally, I have removed vet
erans' affairs. The veterans have already 
taken a pretty good cut in the budgeting 
process this year. 

My point is that every function I have 
covered in my amendment includes the 
most discretionary funds we have-the 
ones where we can cut with the least 
economic impact, the ones we can cut 
with the least effect on human services, 
and the plight and dignity of people. 

I saw a story the other day that was 
sort of interesting to me. Here it is, from 
the New York Times, August 16. The 
heading of the article is "U.S. Agencies 
Rush To Spend Before Cut-Off." It 
reads: 

WASHINGTON, Aug. 15-"We were looking 
around madly to spend $30,000," said the 
middle-level Federal bureaucrat. "We did it 
in a lot of questionable ways, and then, ap
parently because we were so successful, we 
were asked to spend another $80,000 more." 

The bureaucrat, who asked not to be iden
tified, was describing what he called the 
"worm's eye view" of his agency as the 
bureaucracy rushes to pump out funds be
fore Oct. 1, the end of the fiscal year. 
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I will give Senators a little addendum as I know how and have cut those that 
to that. In 1977 and 1978, Federal spend- I thought could be managed in the best 
ing by the bureaucracy went up 90 per- way. The total reduction is $2.9 billion. 
cent in September, before the new year That is less than one-half of 1 percent 
started on October 1-90 percent above of the total budget authority of the Fed-
the preceding month of August. eral Government for 1980. 

When I was elected Governor in my Mr. President, I reserve the remainder 
State, I had heard that happened, so I of my time. 
put a freeze on all expenditures that were Mr. EXON. Mr. President, will the 
not approved by me personally the last Senator yield? 
90 days of the fiscal year, and we saved Mr. BUMPERS. I yield to the Senator 
$35 million. That is not much compared from Nebraska <Mr. ExoN). 
to the total Federal budget, but in my The PRESIDING OFFICER (Mr. 
State of Arkansas, the first year I was BAucus). The Senator from Nebraska is 
Governor, our budget was about $400 recognized. 
million. We saved almost 10 percent of Mr. EXON. I thank my friend from 
that year's general revenue budget sim- Arkansas. 
ply by putting a freeze on those wild Mr. President, I wish to associate my
expenditures that always take place just self with the remarks offered by my 
before the end of the fiscal year. friend from Arkansas. I am a member of 

There is a story in U.S. News & World the Budget Committee. Although I am 
Report, a very similar story. This is what new here, I have proposed across-the
a middle-level bureaucrat says: board slashes in the budget on each and 

What happens is that small units of 10 to every occasion. I have opposed the legiti-
100 people throughout the government are mate attempts by very sincere people to 
suddenly asked if they can quickly spend make substantial reductions in the budg
several hundred or several thousand more et, at the same time provide a tax in
dollars. Those who find legitimate ways to crease because I do not think that is a 
soak up these funds are looked upon as ere- realistic way to approach the situation. 
ative managers. If they work fast, they can Nor do I necessarily think that the 
go back for more. 

For this reason, a lot of seasoned bureau- amendment that has been offered by the 
crats keep a stack of proposals, for various Senator from Arkansas and of which I 
amounts, in a desk drawer. Some of these are am a cosponsor is necessarily, as he has 
for pet projects that would never have passed said, the most responsible way to ap
muster earlier; some are gimmicks pure and proach the matter before us. 
simple, and others, I suppose, are for truly However, it is the onlY reasonable ap-
worthwhile activities. proach that I see that we can take. 

If this story is accurate and they ac- Therefore, I rise in support of the 
tually are spending 90 percent more in amendment. I say that what we are 
September than they do in August, my faced with here, as I said on the floor 
amendment is not going to hurt anybody. of the Senate yesterday, is what kind of 
The bureaucrats will not know it has a signal are we going to send out to the 
happened. people of the United States of America? 

What is the Office of Management and We all know, as we consider this last 
Budget saying about it? I will tell Sen a- action on the second concurrent budget 
tors what they are saying about it. They resolution in the Senate this year, that 
put out a directive-not even a directive we are about $1.7 billion over the deficit 
really, but a sort of request, which says: of $29.9 billion that we are facing at the 
To THE HEADS OF EXECUTIVE DEPARTMENTS AND end Of the fiscal year that Will end in a 

ESTABLISHMENTS feW dayS. 
Subject: Controlling Year-End Buying. I say again that it is important, I 
As we enter the last quarter of fiscal year think, that we keep the deficit below 

1979, I ask you to make sure that we con- 1979 as we look to 1980. Therefore, al
tinue to use public funds wisely by avoiding though I am not thrilled with the way 
unnecessary year-end buying. that we are doing this and I agree that 

That is calculated to frighten the some legitimate programs are going to 
bureaucracy to death, is it not? "Were- be hurt, I say, as Senator BYRD was 
quest that you confine your year-end quoted in the newspapers today as say
buying to wise purchases." ing, when it comes down to the matter 

I hope that, through the appropria- of not increasing the deficit I think 
tions process, we can actually cut addi- something else has to give. 
tiona! funds that we are not mandating I have looked at the arguments that 
to be cut under my amendment. I hope are being advanced by the Budget Com
that through the appropriations process, mittee on which I am a member against 
we can cut some other fat out of this the amendment offered by the Senator 
budget. Then we can go home at the end from Arkansas, and I agree that those 
of the year and tell the American peo- are tough cuts. The tough cuts are enu
ple that if the recession deepens and if merated on this page I have before me 
unemployment does begin to escalate, as called "Arguments Against the Bumpers 
it may, Congress will address that as best Amendment." 
it can. I ask unanimous consent that this be 

However, until that happens, I think printed in the RECORD at an appropriate 
we all would be well served if we could place following my remarks. 
go home and ten the people of this coun- The PRESIDING OFFICER. Without 
try that we have again reduced the defi- objection, it is so ordered. 
cit and that in 1981 we hope to reduce <See exhibit 1.) 
it still further. Mr. EXON. Mr. President, everyone 

While I do not like this kind of ap- that is against making the cuts that are 
proach, I have gone through the budget outlined there, if indeed they are legiti
functions as selectively and as sensibly mate, and I suspect that they are, should 

say that the reason that we had to make · 
these cuts was because of the fact of the 
defense appropriations that passed this 
body by substantial margins yesterday. 
Those are the reasons that we are having 
to make these cuts. If indeed it is true, 
as I think it is and as I think the majority 
of Americans in the United States be
lieve, that we must send the signal out 
that the Senate is not going to be irre
sponsible, we are not going to put off 
again reducing the deficit; therefore, I 
think that the amendment offered by the 
Senator from Arkansas is, under the cir
cwnstances, unfortunately the only way 
that we can go. 

In closing, I say that as to the 55 Sen
ators who voted yesterday for the Holl
ings amendment to increase 5 and 5 in 
the outyears and the 78 Senators who 
voted for the 3-percent increase in 1980, 
I hope all of those Senators will now 
stand up and say, "We voted our convic
tions yesterday, we voted them very sin
cerely," as I am sure each and every one 
of my colleagues did, but if they also be
lieve in keeping the deficit for 1980 below 
1979, then it seems to me they have no 
other alternative but to support the 
amendment sponsored by the Senator 
from Arkansas. 

I thank my friend from Arkansas and 
I thank the Chair. 

[EXHmiT 1] 

ARGUMENTS AGAINST THE BUMPERS 
AMENDMENT 

Purpose of the amendment 
Across-the-board spending cut to reduce 

budget authority by $3 .8 billion and outlays 
by $2.9 billion. 

Reasons to oppose amendment 
1. Reduces budget authority and outlays 

by an arbitrary 2 .5 % in 12 functions of the 
budget . 

Would cut programs like EDA and Commu
nity Development Grants by $200 million in 
budget authority and outlays. 

Would cut energy programs by $1.0 billion 
in budget authority and $200 million in out
lays. 

Would cut transportation programs by $500 
million in budget authority and outlays. 

Would cut education and CETA programs 
by $700 million in budget authority and $800 
million in outlays. 

Would cut revenue sharing programs by 
$200 million in budget authority and outlays. 

Would cut agriculture, space, and law en
forcement programs each by $100 million in 
budget authority and outlays. 

Would cut programs like water resources 
and water pollution control grants by $300 
million in budget authority and outlays. 

2 . Renders meaningless the careful consid
eration of national priorities that is the heart 
of the budget process. 

3. Is really a heavier percentage cut than 
stated because revenues would be lost as a 
result of these reductions and deeper cuts 
would be needed to reduce the deficit. 

4. Would require further reconciliation in
structions totaling $3.8 billion in budget au
thority and $2.9 billion in outlays to Senate 
committees, including Finance and Appro
priations. Those committees already face the 
requirements mandated by the Senate, to 
hold down programs severely in order to live 
within the budget totals that have thus far 
been agreed upon. 

Mr. MAGNUSON. Mr. President, will 
the Senator from Arkansas yield for an 
observation? 

The PRESIDING OFFICER. Who 
yields time? 
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Mr. MAGNUSON. I wonder if the Sen

ator from Arkansas will yield. 
Mr. BUMPERS. Before the Senator 

begins, how much time do I have re
maining? 

The PRESIDING OFFICER. The Sen
ator from Arkansas has 6 minutes and 
30 seconds remaining. 

Mr. BUMPERS. Will the chairman 
mind asking the floor manager for time? 
I only have 6 minutes remaining. 

Mr. MUSKIE. Mr. President, I yield to 
the distinguished chairman of the Ap
propriations Committee such time as he 
wants to take. 

Mr. MAGNUSON. Mr. President, I am 
sure the Senator from Arkansas realizes 
that about 70 percent of the appropria
tion bills are uncontrollables and you 
are dealing here with 30 percent that 
are controllables. 

The Budget Committee has recom
mended that we reduce some of the ap
propriations bills that have been passed, 
about half of them, already $3 billion. 
But all of this will center into the 30 
percent of the budget under yearly dis
cretionary control by the aJ:propriation 
process. That, in turn, zeroes in on 
human needs, and the $29 billion deficit 
was a figure picked out of estimates by 
the Budget Committee. It could have 
been 27; it could have been 31. As long 
as it was under and we are moving down, 
as the Senator pointed out very well, 
from the $66 billion down to $29 billion. 

The Appropriations Committee is way 
under the President's budget, way un
der. I think we are going to be about 
$9 billion under the President's budget. 

The Budget Committee has told us 
that we have to be $3 billion under the 
congressional budget. 

I do not mind that. Surely, the Sen
ator from Arkansas realizes that down 
in the Appropriations Committee I have 
tried to keep the expenditures down, and 
some of the additions to the appropria
tions were made here on the floor, and 
the Budget Committee wishes to address 
themselves to those additions. 

It seems to me we have to have this 
in perspective. We upped defense $3 bil
lion. Then we say we are going to take 
it out of this 30 percent, and the Sen
ator's amendment is even narrower than 
that. It takes out a billion dollars, I 
believe, for energy. 

I am for cutting expenditures, and we 
are way under the President's budget. 
We were going to be, I think, within the 
ceiling until the $3 billion defense came 
along. But the Senator is picking out 
programs that are only a portion of the 
budget. I do not know what we are going 
to do when the supplementals come up. 
The Senator is a member of the Appro
priations Committee. There are going to 
be supplementals coming up on entitle
ments. There is unemployment insur
ance, which is going up. That is taking 
money out of the Treasury and not put
ting a nickel in. 

I suspect that medicare is going to go 
up, and all these things. But I think we 
should put it in perspective. What the 
Senator from Arkansas is talking about 
is less than 30 percent of the budget, 
about 28 percent of the budget, and that 

deals with human needs mainly. HEW 
is a big one in there. 

I am hopeful that this amendment 
will not carry because the Appropria
tions Committee has done its best and 
is now going back to work again. I was 
hoping we would come within the $28 
billion budget figure. I think that is 
enough. And the Appropriations Com
mittee is going to do its share to keep 
the actual deficit figure down when we 
add this all up at the end of the year. 

I think that we have to set our sights 
when we talk about a $28 billion budget. 
That was picked out by the Budget Com
mittee. It could have been $27 billion. It 
could have been $27 billion, including 
what the Senator from Arkansas said. 
It could have been set at $31 billion. Now 
it is up to $31 billion, which gives some 
accommodation for the Appropriations 
Committee within the $31 billion ceiling 
now. I do not know whether the Appro
priations Committee is going to appro
priate all the money for defense. Yester
day's argument on the defense appro
priation was only to establish the ceil
ing, and the Appropriations Committee 
has to help set the priorities within its 
jurisdiction to stay under that overall 
ceiling. 

The bottom line is what we appropri
ate. That is the bottom line. So I am 
reluctantly going to vote against the 
Senator's amendment, because I think 
we have squeezed that 28 percent as 
much as we can squeeze it without hurt
ing a lot of people. 

We are moving. As the Senator 
pointed out, we have moved down, down, 
down from a $66 billion deficit that 
Ford left us. We have gone down, and 
that is also the hope of the Budget Com
mittee, to continue to move down, down, 
down, hoping that we can achieve some 
sort of a balance. 

But I think this is squeezing the wrong 
portion of the budget. I wish we could 
get at the uncontrollables. I think we 
could save a billion dollars in medicare 
and medicaid alone. 

Mr. BUMPERS. Mr. President, let me, 
if I may, say this: If we did not have 
such a crazy method of budgeting in the 
U.S. Government, we could have a bal
anced budget easily. There is $40 billion 
or $50 billion worth of gilt-edged loans 
in the budget. Why, in the name of all 
things holy, we count those as expendi
tures never to be recovered I do not 
know. 

But we have to live in the real world 
as we find it. If I had my way, I would 
have eliminated a $2.5 billion aircraft 
!:!arrier and $25 billion in revenue shar
ing, and we would have the budget in 
balance. 

Mr. MAGNUSON. Yes, it is the way we 
keep books. It is like going down to the 
Treasury at midnight and looking in the 
Federal till. If we find some lOU's, that 
is a deficit; if we find some cash there, 
that is a surplus. If a businessman kept 
books that way he would go to jail. 

In May there was a $29 billion surplus 
in the till. That is because of the corpo
rate taxes that had come in. There is 
$43 billion in loans. If a businessman has 
a good loan, that is an asset, not a deficit. 

Another thing, we have social security 
here in this budget. That was a bit of 
political bookkeeping. That was a Nixon 
gimmick. We were being accused of 
spending too much for defense and not 
enough for human needs, so they put 
social security in the budget and they 
said, "Oh, look. When you break down 
the dollar," they said, "loQk at what we 
are putting in for human needs." 

If I had my way, social security would 
be run by an independent agency all by 
itself. It does not belong in the budget. 
Every budget director has been calling it 
a political gimmick; it does not belong in 
the budget at all. 

Federal budgeting is not an exact sci
ence. It does not work that way. I think 
we should get it down as much as we 
can but we are squeezing that portion 
that we have control over too much, and 
I will reluctantly vote against the 
amendment. 

Several Senators addressed the Chair. 
Mr. MUSKIE. I had promised to yield 

3 minutes to the Senator from Louisiana. 
Mr. JOHNSTON. Mr. President, I 

thank the Senator from Maine. I ap
plaud the efforts at budget-cutting of the 
Senator from Arkansas, and I hope to 
join him in other efforts to cut the 
budget. I have been trying to do that 
on the Budget Committee. I am com
mitted to balancing the Federal budget 
by fiscal year 1981. I think that is going 
to be difficult. It will hurt. It will make 
many programs suffer that we all would 
like. 

But, Mr. President, I would submit 
that this method and these cuts will not 
work. Let me tell you about something 
I know about, and that is the energy and 
water resources budget. This Congress 
has already acted in that area, and the 
bill is now on the President's desk. It was 
a bill that cut substantially from the 
President's budget. 

But, Mr. President, this proposal, as 
best we can figure, would require a cut 
of about $200 million out of a $3 billion 
energy R. & D. effort; $200 million out of 
$3 billion does not sound like too much, 
except when you consider that that is, 
I think, the priority need of this coun
try right now. 

For example, of that $3 billion in en
ergy R. & D., you have $860 million for 
solar energy. I do not believe the Sena
tor from Arkansas wants to cut back 
the solar energy budget. We have fu
sion, we have nuclear, including the in
vestigation expenses at Three Mile Is
land, and we have geothermal. We do not 
have the money for low-head hydro 
which the Senator from New Hamp
shire CMr. DuRKIN) wants; we would 
have to add that later on if we were 
to get it authorized. This would be a 
cut even below that, Mr. President. 

So, at a time when the country is 
searching for additional energy sources, 
we would be cutting back by $200 million 
our ongoing energy R. & D. projects. Mr. 
President, I am confident that the Sen
ate does not want to do that. We want 
to expand that activity, I think, rather 
than cut it. 

Another part of the energy and water 
resources bill is, of course, the so-called 
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water projects. It would require a cut 
of some $300 million in water projects, as 
well as parks and interior. This $300 mil
lion. Mr. President, would have to come 
principally from one of two places: 
Either ongoing construction projects, to
gether with maintenance, or it would 
h ave to come from new starts. 

I do not believe, Mr. President, that 
one can make any case at all for cutting 
ongoing programs, because if we do, we 
would first be liable for damages; se:::ond, 
we would be subject to the inflation 
that we have to pay for by delaying the 
projects; third, we would have to split 
the schedule of ongoing projects we 
have been trying to complete. 

The PRESIDING OFFICER. The Sen
a tor's 3 minutes have expired. 

Mr. JOHNSTON. That would mean 
we would have to cut out virtually all the 
new starts, Mr. President. We do not 
want to do that. 

We could make the same argument 
with respect to other functions here, but 
I can tell you with respect to energy and 
water resources, a billion dollars, in ad
dition to what has already passed this 
Congress, will not work. 

I urge the Senator from Arkansas to 
keep up his efforts. But let us find an
other way to make these cuts. This for
mulation of cuts will not work. 

I thank the Senator from Maine. 
Mr. BELLMON. Mr. President, will 

the Senator yield me 2 minutes? 
Mr. MUSKIE. I had promised to yield 

to the Senator from New Jersey. 
Mr. WILLIAMS. That is all right; I 

will wait. 
Mr. MUSKIE. I yield to the Senator 

from Oklahoma. 
Mr. BELLMON. Mr. President, in line 

with the point the Senator from Louisi
ana just made about the energy function , 
let me comment about agriculture. The 
Bumpers amendment would cut $100 mil
lion out of the a griculture function. 

By coincidence, the Senate-House ag
riculture conference committee has been 
meeting while we have been debating this 
measure on the floor of the Senate. I am 
a member of that conference, and I know 
how difficult it is to try to find those sav
ings. The only place where they could 
be saved would be agricultural research. 
I do not believe the Senator from Ar
kansas believes we should paralyze our 
agricultural research effor ts in this coun
try by this kind of cut. We have been 
trying very hard to put back some of the 
$30 million that the President reduced 
agricultural research in his budget, and 
we have fairly well succeeded, but the 
specter of going back to the conference 
with the prospect of cutting out another 
$100 million, I think, puts us in an im
possible position. 

Nobody is more interested in getting 
the budget in balance than I am. I voted 
against the add-on for defense yesterday 
for that reason. We have been trying to 
reduce expenditures. We are still on the 
track, but we lost a little ground yester
day. However, I believe I can assure the 
Senator from Arkansas that we will have 
the budget in balance by 1981, and that 
we will be able to make some sizable 
reductions in taxes by 1982. 

I believe it is not a workable approach 
at this point in the budget process. 

Mr. MUSKIE. Mr. President, before 
we proceed fur ther, I ask unanimous 
consent that I may ask for the yeas and 
nays on this amendment and passage. 

Mr. BUMPERS. Will the Senator with
hold that for just a moment? I am work
ing on some modifications a t the mo
ment. I believe I would be prevented 
from introducing my modification if the 
yeas and nays are ordered. 

Mr. MUSKIE. The only reason I asked 
the question is that it would be helpful 
for Senators to know that no votes will 
come until all time has expired and both 
votes will take place back to back. We 
can do that later. 

Mr. BUMPERS. If the Senator will 
yield to me, I shall send my modifica
tions to the desk now and then he can get 
the yeas and nays. 

Mr. MAGNUSON. Will the Senator 
yield to me? 

Mr. MUSKIE. As soon as we get this 
question settled. 

Mr. BUMPERS. A parliamentary in
quiry, Mr. President. 

The PRESIDING OFFICER. The Sen
ator will state it. 

Mr. BUMPERS. I have now sent my 
modification to the desk. Are the yeas 
and nays now being ordered? 

The PRESIDING OFFICER. The 
amendment is so modified and it will be 
in order to ask for the yeas and nays on 
this amendment. 

The amendment, as modified, is as 
follows: 

On page 1, line 8 , s t rike " $388,000 ,000 ,000;" 
and insert " $384,500,000,000; " . 

On page 1, line 9 , strike "$341 ,600,000,000;" 
and insert " $339 ,100,000,000; ". 

On page 5, line 25 , strike " $636,600,000,000;" 
and insert " $633 ,100,000,000; ". 

On page 6, line 5 , strike " $546 ,300,000,000; " 
and insert " $543 ,800 ,000,000; ". 

On page 6, line 11 s t rike " $31 ,600,000 ,000;" 
and insert " $29,100,000,000; ". 

On page 6, line 16, strike " $890 ,700,000,000;" 
a nd insert " $888,700,000,000 ; ". 

On page 6 , line 17, strike " $916,800,000,000; " 
a nd insert " $914,300,000,000; ". 

On page 6, line 18 , strike "$946,700,000,000;" 
and insert " $945,800,000,000 ; ". 

On page 6 , line 21 , s t rike " $60,700 ,000 ,000;" 
and insert "$58,200,000 ,000; ". 

On page 6, line 22, s t rike " $86 ,800,000 ,000 ;" 
and insert " $84,300,000,000 ; ". 

On page 6 , line 23 , strike " $116 ,700,000,000;" 
and insert " $114,200 ,000,000 ; " . 

On page 7 , line 21 , s t rike " $13,100,000,000;" 
and insert " $12 ,800,000,000; ". 

On page 7, line 22 strike "$8,300,000 ,000;" 
and insert " $8,100,000,000 ; ". 

On page 8 , line 6 , strike " $5,900,000,000; " 
a nd insert " $5 ,800 ,000,000;". 

On page 8, line 7, s t rike " $5 ,700,000,000; " 
and insert "$5 ,600,000,000; " . 

On pa,ge 8 , line 16, st rike " $41 ,000,000,000; " 
and insert " $40 ,000,000,000; ". 

On page 8 , line 17 strike " $7,000,000,000;" 
and insert " $6,800,000,000; " . 

On page 9, line 1, strike " $12 ,700,000,000; " 
and insert "$12.400.000.000; ". 

On page 9, line 2 , strike "$11 ,900,000,000; " 
and insert "$11 ,600,000,000; ". 

On page 9 . line 11 , st rike "$5,000,000,000;" 
and insert "$4.900 .000 ,000 ; " . 

On page 9, line 12, strike "$2,600,000,000;" 
and insert "$2,500,000,000; " 

On page 9, line 21 , strike "$6 800 000,000;" 
and insert "$6,600,000,000;" ' ' 

On page 9 , line 22, strike " $3,000,000,000;" 
and insert "$2,900,000,000; " 

On page 10, line 6 , strike "$19,500,000,000;" 
and insert "$19,000,000,000;" 

On page 10, line 7, strike "$18,600,000,000;" 
and insert "$18,100,000,000; " 

On page 10, line 16, strike "$8,900,000,000;" 
a nd insert "$8,700,000,000; " 

On page 10, line 17, strike " $8,400,000,000;" 
a nd insert ''$8,200 ,000 ,000;" 

On page 11, line 2, strike " $29,700,000,000;" 
and insert "$29,300,000,000 ; " 

On page 11, line 3, strike "$30,500,000,000; " 
and insert "$30,100,000,000;" 

On page 12, line 17, strike "$4,200,000,000;" 
and insert " $4, 100,000,000;" 

On page 12, line 18, strike "$4,400,000,000;" 
and insert "$4,300,000,000;" 

On page 13, line 2, strike "$4,400,000,000;" 
and insert "$4,300,000,000;" 

On page 13, line 3, strike " $4,200,000,000;" 
and insert "$4,100,000,000;" 

On page 13, line 12, strike " $9,300,000,000;" 
and insert "$9,100,000,000; " 

On page 13, line 13, strike " $9,300,000,000; " 
and insert " $9,100,000,000;" 

Mr. MUSKIE. I ask for the yeas and 
nays on the Bumpers amendment and 
on passage. 

The PRESIDING OFFICER. Is there 
objection to ordering the yeas and nays 
on the amendment and the resolution? 

Without objection, it is so ordered. 
Is there a sufficient second? 
Mr. HART. Mr. President, reserving 

the right to object, may I ask the 
dis~inguished floor leader, is the time sit
uatiOn now that it is impossible to bring 
up an amendment even for a few brief 
moments? 

Mr. ROBERT C. BYRD. It would be 
possible, even after all time has expired, 
to call up an amendment, but the Senator 
would not get debate on it. 

Mr. HART. I thank the majority 
leader. 

The PRESIDING OFFICER. Is there 
a sufficient second to the request for the 
yeas and nays on both votes? There is a 
sufficient second. 

The yeas and nays were ordered on the 
amendment and passage. 

Mr. MAGNUSON. Will the Senator 
yield to me just a minute? 

Mr. MUSKIE. Yes, I yield a minute. 
Mr. MAGNUSON. I do not know how 

the Senator from Arkansas has changed 
his amendment. I do not know what the 
modification is, but I want to ask him if 
his amendment will require that we re
scind money for general revenue sharing? 

Mr. BUMPERS. I did not understand 
the Senator. 

Mr. MAGNUSON. Will it require that 
we rescind money for general revenue 
sharing? 

Mr. BUMPERS. No, it does not. The 
modification cuts the amount of the cut 
in the education and training function 
from $800 to $400 million. 

Mr. MAGNUSON. So that means we 
would rescind some money for general 
revenue sharing? 

Mr. BUMPERS. Not in the modifica
tion. The amendment does not cut out 
any additional revenue sharing. 

Mr. MAGNUSON. And it means we 
would have to reduce funding for ref
ugee assistance $200 or $300 million? 

Mr. BUMPERS. I do not believe it 
does . 

Mr. MAGNUSON. It would require 
that we rescind the money for the space 
shuttle? 

Mr. BUMPERS. It simply cuts the 
space and science functions by $100 mil-
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lion. Whether it comes out of the shut
tle or not would be another matter. 

Mr. MAGNUSON. Well it has to come 
from somewhere, and that is the func
tion. And it also cuts funding for EDA. 

Mr. BUMPERS. It reduces a function 
which may or may not cut EDA, depend
ing on how the committee handles it. 

Mr. MAGNUSON. Does the Senator 
think that is wise at a time when unem
ployment is going up? 

Mr. BUMPERS. Of course, we have to 
figure if it is wise to cut any of these 
functions when there is apparently a re
cession, either in progress or about to 
take place. 

Mr. MAGNUSON. I just want to clear 
it up. 

Mr. BUMPERS. Mr. President, the 
Senator from Louisiana has raised two 
interesting points: No. 1, the energy 
function is cut $200 million under my 
amendment. That is true. However, it 
does not necessarily come out of energy 
research and development. R. & D. is a 
$3 billion outlay in the budget, but the 
total energy outlays in the budget for 
1980 are $7 billion. If we cannot cut $200 
million out of a $7 billion outlay for 
1980, we are in sad shape. 

Second, the Senator from Louisiana 
says let us cut somewhere else. I must 
say that there is not anything very in
genious about that argument because we 
all want to cut someplace else. 

Mr. JOHNSTON. Would the Senator 
yield to me? 

Mr. BUMPERS. Yes. 
Mr. JOHNSTON. It is correct that 

there is about $7 billion in that bill and 
only $3 billion, roughly, is R. & D. But 
$3 billion is in the defense function, with 
weapons. It comes under the energy and 
water resources bill. 

Mr. BUMPERS. But it is within this 
function. 

Mr. JOHNSTON. It is within this func
tion, that is right. So the $3 billion is the 
R. & D. 

Mr. BUMPERS. That may be, but there 
is $7 billion in the function that is being 
cut $200 million. The $200 million cut can 
be anywhere in that $7 billion. 

Mr. JOHNSTON. Then the Senator 
would be willing to cut the nuclear 
weapons program. 

Mr. BUMPERS. I am not sure all that 
additional $4 billion is nuclear weapons. 

Mr. JOHNSTON. About $3 billion is 
defense-related. 

Mr. BUMPERS. I would hate to try to 
get this body to cut any more out of the 
defense budget. We are looking at 1981, 
with a $29 billion deficit, even with my 
amendment. 

If we cannot this afternoon take $2.5 
billion out of this deficit, how are we 
going to take $30 billion out in 1981 to 
balance the budget? 

If the Senator believes that is going to 
happen, let me tell him about the tooth 
fairy. 

Mr. MUSKIE. Mr. President, I yield 3 
minutes to the distinguished chairman of 
the Committee on Human Resources. 

Mr. WILLIAMS. I thank the Senator 
from Maine and applaud the work he is 
doing. 

Mr. President, as chairman of the Sen
ate Committee on Labor and Human Re-

sources, I rise to express my strong op
position to the amendment offered by the 
Senator from Arkansas. 

I have no quarrel with the purpose of 
this amendment. We all want to end 
wasteful and inefficient expenditures of 
the taxpayers' dollars. We all want to be 
prudent in our spending policies, and to 
reduce the Federal deficit in order to 
stem the part it plays in fueling infla
tion. 

But this amendment is not a sound 
means of achieving those common pur
poses. We have a budget process which 
considers broad macroeconomic and 
functional priorities, and sets binding 
ceilings. We have an authorizing process 
which creates and oversees programs de
signed to meet national needs. And we 
have an appropriations process which 
allocates funds to those authorized pro
grams within the overall constraints of 
our budgetary decisions. 

The common element to each of these 
complementary processes is long and 
considered examination of these separate 
elements, to determine which are effec
tive and deserving of funding, and which 
are wasteful or unnecessary and are, 
therefore, undeserving of the public's 
money. 

The amendment before us is lacking in 
this considered discretion. It does not 
make hard and considered choices. No, it 
is an indiscriminate, across-the-board 
reduction, in a wide range of budget 
functions, which fails to demonstrate or 
identify the "fat" it proposes to trim. 

Supporters of the amendment say that 
it is "only" about a 2 V2 -percent reduc
tion in each of these categories. The size 
of this cut merely limits the damage 
which will be done by this amendment, 
it does not cure its basic deficiency. 

Certainly, there may be functions in 
which the "fat" exceeds 2% percent. But 
this amendment does not identify them. 
Nor does it insure that the wasteful pro
grams within a function will be the ones 
to incur the cutback. 

And there are certainly functions in 
which further cuts will add insult to in
jury. Function 500, which encompasses 
education, training, employment, and 
social services, which takes one of the 
heaviest blows under this amendment, is 
the prime example. 

Where are these cuts going to come 
from? 

Will they be from the education and 
college loan programs which help to as
sure that this Nation offers its children 
the best possible opportunity to develop 
their intellects and their skills? 

Will they come from the vocational 
rehabilitation programs which enable 
handicapped Americans to become pro
ductive members of this society, rather 
than burdens? 

Will they come from title XX, which 
provides essential social services to the 
poor, the handicapped, and the elderly? 

Will they come from Older Americans 
Act programs, which have brought a new 
opportunity for community based digni
ty to our elderly? 

Will they come from CETA's counter
cyclical job-training program, as we are 
entering a recession? That program has 
already been cut back by two-thirds from 

its level of 2 years ago. That program will 
receive $2.2 billion less in funding in 
fiscal year 1980 compared to 1979. For 
every dollar we do not spend for this pro
gram, we will spend more than 50 cents 
in welfare, unemployment payments, and 
reduced revenues. And we will continue 
to pay with inflation for the declining 
productivity caused, in part, by our 
failure to provide training in needed job 
skills. 

Where will these cuts come from? The 
Senator from Arkansas cannot tell us. He 
can only tell us that he assumes that in 
this function, that in every function, 
there is 2% percent worth of fat which 
can be cut. 

This is not a wise or responsible way 
to meet our legislative duties, or to meet 
the needs of the American people. 

Where is the fat in commerce and 
housing credit? Is it in the loans we pro
vide to build housing for the elderly and 
the handicapped? Is it in the activities 
of Government agencies to maintain a 
stable mortgage market? 

Where is the fat in justice programs? 
Are we sure it is there, or are we risking 
harm to our courts and our law enforce
ment? 

Where will the cuts come in energy? 
Granted that there may be a valid case 
for cutting back on Department of En
ergy expenditures, is this the proper way 
to do so when a sound energy policy is 
of the highest priority? 

Where, in short, is the factual justifi
cation for the cutbacks in each and every 
one of these functions? 

Mr. President, the Senator from 
Arkansas feels that this amendment is 
necessary to redress the injury to fiscal 
restraint which was caused by the 
am~ndment, adopted yesterday, to raise 
natwnal defense spending. I did not 
vote for that amendment. I felt that it 
was important to hold the line against 
such large spending increases, and I felt 
that the additional $3.2 billion which the 
second budget resolution contained for 
defense spending outlays, compared to 
the first, was sufficient to safeguard our 
strategic and tactical interests. My col
~eague from Arkansas, and a majority 
m the Senate, felt otherwise. While I dis
agreed, at least in that instance the Sen
ate voted on the basis of a detailed de
bate on our national defense needs. 

If we are now to redress that increase 
in the deficit, let us follow the same pro
cedure. Let us go, function-by-function 
and identify the fat and cut it. ' 

But let us not adopt this amendment 
which is incapable of separating the 
worthy from the worthless. 

Let us not adopt this amendment when 
it will hurt the poor, the elderly the 
handicapped, and the unemployed.' And 
let us not take this action when we have 
not the vaguest notion of where the cut
backs will be taken or whether they will 
impair our ability to respond in an ap
propriate manner to the serious infla
tionary and unemployment challenges 
which confront us. 

I urge my colleagues to reject this in
discriminate approach to fiscal respon
sibility. 

Mr. President, I will say the modifica
tion, certainly from this Senator's stand-
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point, moves in the right direction. As I 
understand, the modification brings 
function 500 down to $400 million. 

Mr. BUMPERS. No, $800 million. 
Mr. WILLIAMS. That is moving in the 

right direction. The Senator from 
Arkansas has described for us what I 
shall call the early Bumpers, who came 
here feeling that across-the-board per
centage cuts were bad business. Today he 
has changed his mind. I agree with the 
early Bumpers, rather than the latter 
day Bumpers, because his amendment 
today creates serious problems. 

Function 500 encompasses the pro
grams that we developed for some of the 
people who need our support most of all 
in this country-the older people, the un
employed, and handicapped. The pro
grams that are in this function include 
vocational education, and all of the 
social services programs for people whose 
problems present the greatest human 
challenges to this body. 

We have all seen how we can develop 
a program that makes life meaningful 
for older people, by bringing them a de
cent meal once a day. We have all been 
exposed to the results of a program 
where someone with a handicap, inca
pable of engaging in any gainful employ
ment, is brought into an education pro
gram, learns a skill, and can go to work. 

The problem here is that even with 
the reduced cutback under this modi
fied amendment, we do not know where it 
will come from within all of these social 
programs. It is indiscriminate. 

Education is in the function, in part. 
The Senator from Arkansas said that 
certainly we can cut $400 million from 
education. But this cut can go anywhere, 
and we do not know where it is going. 
These people that I have mentioned
the aging who depend on our commu
nity services program of nutrition, and 
other assistance; the handicapped who 
require vocational education and other 
social services-this is the function 
which serves their needs. It already had 
a substantial cut in the first resolution. 
It has been cut to the bone. I think we 
are in an area where we do not have any 
fat left. Many of these programs have no 
large administrative salaries. Take the 
aging program, which is undertaken in 
good part by volunteers. 

There are many, many reasons to be 
against this indiscriminate approach to 
budget cutting. 

Mr. JAVITS. Will the Senator yield 
me 1 minute? 

Mr. MUSKIE. I yield 1 minute. 
Mr. JA VITS. As a senior member of 

the Human Resources Committee and 
having been its ranking member for 
many years, I want to identify myself 
with the points made by Senator WIL
LIAMS and to endorse and support them. 
I point out, for example, in the CETA 
program, which is one element, we have 
already cut it 20 percent. This would 
propose yet another cut over the 20 per
cent we have already cut. And we are 
running into a recession. I deeply feel 
that it is very ill-advi8ed. 

Mr. MUSKIE. Mr. President, I yield 2 
minutes to the Senator from Colorado. 

Mr. HART. I thank the Senator. 
Mr. President, it is unfortunate, I 

think, that the sponsors of the proposal 
to increase the defense function by 3 
percent are not here on this amendment, 
because I think it is their responsibility 
and, to a certain degree, all of us who 
voted for that. 

I want to say to my colleague from 
Colorado that he is to be complimented 
when he does propose a tax cut. He 
identifies specifically programs where 
that money can be saved. 

The Senator from Arkansas deserves 
a great deal of credit attempting to rec
oncile two contradictory actions this 
body took in the last day or two. I think it 
is unfortunate we are now in this posi
tion. But if we let the situation remain 
the way it is, without making some cuts, 
then it is going to be extremely difficult, 
if not impossible, to move to a balanced 
budget in 1981. 

The Senator from Nebraska earlier 
said that this is the only way he can see 
the cuts offered by the Senator from 
Arkansas, the only way to solve this 
problem. 

I think he is, unfortunately, wrong. 
There were some weeks of deliberations 
of the committee. There are some spe
cific areas much more clearly identified 
than the Senator from Arkansas has 
proposed, specific functions and specific 
programs in those functions where cuts 
could be made of about $2.5 billion, not 
quite as much as the Senator from Ar
kansas, but getting close to reconciling 
the increase in defense spending with an 
effort to keep the deficit down. 

If we had more time, I would offer 
those proposed reductions as an alter
native to the Senator from Arkansas. 
I think, unfortunately, the proposed list 
he has is too arbitrary, does not cut into 
programs, but necessary programs to run 
this country. 

I think it is terribly unfortunate we 
did vote the increase in deficit spending 
without identifying the areas to make up 
the difference. 

I thank the Senator from Maine. 
Mr. MUSKIE. Mr. President, I have 

only 5 minutes and I have not spoken on 
the amendment yet. 

Mr. BUMPERS. Mr. President, how 
much time have I left? 

The PRESIDING OFFICER. The Sen
ator has 4 minutes and 10 seconds 
remaining. 

Mr. MUSKIE. Mr. President, I do not 
believe I will need to use the 5 minutes, 
because I think most of what I could say 
I have said in the course of this debate. 

First, may I say that I share the frus
trations of the Senator from Arkansas. 
He is an able, intelligent, committed Sen
ator, and has supported the budget proc
ess consistently. 

I understand the frustrations which 
prompt him to depart from his long
standing policy of opposing across-the
board cuts to propose this one. 

That previous inclination has even 
operated to reshape this proposal, to 
make it a somewhat selective cut. Never
theless, I cannot support his amendment, 
and why? 

The first reason is this, Mr. President. 
This budget process will not survive un
less it is perceived as being fair and just 
in its results. 

Yesterday morning, we proposed a 
reconciliation which cut $2.4 billion in 
Appropriations Committee outlays for 
domestic programs. We cut more than 
that in budget authority. 

Yesterday afternoon we spent what we 
had saved. We spent what we had saved 
by voting an increase in defense outlays 
for fiscal year 1980. 

What is being proposed today is to 
make up or to offset the consequences of 
that increase in defense spending by cut
ting more from domestic programs with 
the result that Senator MAGNUSON of the 
Appropriations Committee will not have 
a $2.4 billion task, but a $4.9 billion task 
of finding savings in domestic programs. 

At the same time, we have increased 
defense by $3.2 billion. 

That is such a shift in the equities of 
the budget process that I cannot bring 
myself to accept it. I am not talking 
about my own consistency in voting 
against the Hollings amendment and 
voting for the reconciliation, and all 
that. I am just talking about the percep
tion in the country of what we are doing. 

Senator BuMPERs correctly quoted me 
in pointing out that in the caucus I said 
that if we want to raise defense spend
ing, there are two ways to do it, raise 
the deficit or raise taxes. I did not sug
gest this third way. 

We were just as parsimonious during 
the budget markup in screening domestic 
programs as we were in defense. We un
dertook to make the results as equitable 
a distribution of Federal resources as we 
could make it. 

I would like to see the deficit come 
down. That has been the whole burden 
of my argument for 3 days. Yesterday I 
voted with 18 other Senators as testi
mony to that commitment. 

But I cannot bring myself to be driven 
by my concern with that to a budget that 
will be perceived as unfair, inequitable, 
and unjust. 

I can just see the reaction of the House 
conferees when I tell them, "Gentlemen, 
the Senate voted $3.2 billion more in de
fense, the Senate voted to cut domestic 
programs by $3.6 billion, including com
mittees other than appropriations, and 
on top of that the Senate decided to pay 
for the military increases by cutting do
mestic programs by an additional $2.5 
billion." 

Mr. President, I cannot buy or support 
that act of injustice, and I do not think 
if the Senate votes it that I can sell it, 
let alone the hard compromise we worked 
out with Senator MAGNusoN and other 
committee chairmen as a result of the 
Senate Democratic Caucus concerned 
with this budget. 

The Budget Committee asked for $4 
billion savings in the reconciliation in
strument. We were told that was not pos
sible. So we adjusted it downward in or
der to make this process not just a Budget 
Committee process, but a Senate process. 
Having made that commitment to Sena
tor MAGNUSON and the Appropriations 
Commi.ttee, I do not feel it fair now to 
turn around and say, "Gentlemen, you 
have to find the additional money to pay 
for this defense increase yesterday." 

So, Mr. President, I think, in all hon
esty, what the Senate did in voting more 
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money for defense was to vote to increase 
the deficit. That is it. We cannot wiggle 
out of that consequence of the vote yes
terday. That is it. 

I do not like it. I opposed it. 
Now, there are other Senators who will 

have to rationalize their position as best 
they can. 

It may be this amendment will carry. 
But if it does, I do not believe I can sell 
it to the House, so I do not think it will 
survive. 

I think the result is going to be in
creased defense levels and a deliberately 
increased deficit to cover it. 

The PRESIDING OFFICER. The Sen
ator's time has expired. 

Mr. BUMPERS. I yield 2 minutes to 
the Senator. 

Mr. HOLLINGS. Mr. President, I do 
not think that the cut of $3 billion from 
the $543 billion budget is an injustice, 
or any of those other things referred to 
by my distinguished colleague, the chair
man of our Budget Committee. 

I worked for the budget process since 
its inception. And I have always worked 
for a balanced budget. I worked as a 
member of the ways and means com
mittee at the State level 30 years ago. 
I worked as chairman of a budget and 
control board and obtained a balanced 
budget in South Carolina-the first 
southern State in America to do so. And 
I have worked on these things on the Ap
propriations Committee as well as on the 
Budget Committee. 

I commend the Senator from Arkan
sas for a very deliberate and studied and 
conscientious effort to reconcile what we 
did yesterday. I feel keenly the responsi
bility for what we did yesterday with re
spect to the reconciliation. 

The distinguished Senator from Ar
kansas has left the veterans alone. He 
has left alone the uncontrollables, such 
as interest. The staff of my Appropria
tions Subcommittee has already come to 
me and said, "We can't afford it. It will 
be tough." Well, we just have to afford it. 
We will have to work. 

I do not accept the idea that this is 
a meat-ax approach. I will be in the 
conference and we will take four or five 
figures in the conference with the House 
and we will split. Many times there is 
$100 million or $300 million or $400 mil
lion, and when we split it, we do not 
call it a meat ax. But when we have a 
deliberate effort by the distinguished 
Senator from Arkansas, it suddenly be
comes meat ax, irresponsible, and injus
tice. 

I commend the Senator from Arkansas. 
I am a cosponsor of his amendment, and 
I wish I had more time to speak in sup
port of it. 

Mr. BUMPERS. Mr. President, I ask 
unanimous consent that the name of the 
Senator from Arizona (Mr. DECONCINI) 
be added as a cosponsor. 

The PRESIDING OFFICER. Without 
objection, it is so ordered. 

Mr. BUMPERS. Mr. President, I thank 
the Senator from South Carolina for his 
very eloquent remarks on a very difficult 
and delicate subject for all of us. 

In designing this amendment, I tried 
to eliminate all the essential human re
source programs for two reasons. 

First, some of them are sacred to me 
as well as to other Members of the 
Senate. 

Second, I know the political realities 
when you include them. 

My amendment takes about one-half 
of 1 percent of the national budget and 
cuts it out. 

One-half of 1 percent: If you do not 
think there is that much waste in your 
office, then vote against my amendment. 
If you think every other office is run a 
lot better than yours, then vote against 
my amendment. We could cut one-half 
of 1 percent of the Federal budget and 
get our deficit for 1980 below what it was 
in 1979. This would, at least, hold up our 
heads with some degree of pride when 
we go home and say, "We are trying to 
exercise a little discipline. We are trying 
to show that we can discipline ourselves 
and get this budget deficit down." Tell 
me how we are going to balance the 
budget in 1981 and cut $30 billion out of 
it. 

You would think the world is coming 
to an end because a couple of human re
source functions are included in this 
amendment. 

Mr. President, this is not even a dra
matic amendment. I hope my colleagues 
will support it. I promise them that next 
year, when we come here, they will find 
that nothing really has changed. 

The PRESIDING OFFICER. The time 
of the Senator has expired. 

Mr. MAGNUSON. Mr. President, will 
the Senator yield me one-half minute? 

The PRESIDING OFFICER. All time 
has expired. 

Mr. MUSKIE. Mr. President, I move 
to table the amendment. 

Mr. MAGNUSON. Mr. President, I ask 
unanimous consent that I may have a 
half-minute. 

Mr. MUSKIE. We have no time re
maining. 

Mr. BAKER. Mr. President, I do not 
want to set a precedent, but--

Mr. MAGNUSON. I want 10 seconds to 
correct the RECORD. 

Mr. MUSKIE. Mr. President, I ask 
unanimous consent that the Senator 
from Washington may have 10 seconds. 

The PRESIDING OFFICER. Without 
objection, it is so ordered. 

Mr. MAGNUSON. The Senator from 
Arkansas talks about one-half of 1 per
cent. It actually amounts to 3 percent or 
more, because we are dealing, as I said 
before, with about 70 percent uncon
trollables. That is the difference. It 
amounts to more than 3 percent, not 
one-half of 1 percent. 

Mr. NUNN. Mr. President, will the 
Senator yield 10 seconds for a unani
mous-consent request? 

Mr. MUSKIE. He set the precedent of 
extending the time under the budget 
resolution. 

Mr. NUNN. I withdraw it. 
The PRESIDING OFFICER. The ques

tion is on agreeing to the amendment. 
Mr. MUSKIE. Mr. President, I move to 

table the amendment, and I ask for the 
yeas and nays. 

The PRESIDING OFFICER. Is there 
a sufficient second? There is a sufficient 
second. 

The yeas and nays were ordered. 
The PRESIDING OFFICER. The ques

tion is on agreeing to the motion. On this 
question the yeas and nays have been 
ordered, and the clerk will call the roll. 

The legislative clerk called the roll. 
Mr. STEVENS. I announce that the 

Senator from Arizona (Mr. GoLDWATER) 
is necessarily absent. 

I also announce that the Senator from 
Ve~mont <Mr. STAFFORD) is absent on 
official business. 

I further announce that, if present 
and voting, the Senator from Vermont 
(Mr. STAFFORD) WOUld vote "yea." 

The PRESIDING OFFICER <Mr. 
TsoNGAS) . Are there any Senators in the 
Chamber who wish to vote? · 

The result was announced-yeas 57, 
nays 41, as follows: 

[Rollcall Vote No. 299 Leg.] 

YEA8-57 
Baker Glenn 
Baucus Gravel 
Bayh Hart 
Bei:mon Hayakawa 
Biden Heinz 
Bradley I1~ouye 

Burdick Jackson 
Byrd, Robert C. Javits 
Cannon Johnst on 
Chiles Kassebaum 
Cohen Kennedy 
Cranston Leahy 
Culver Levin 
Dole Long 
Domenici McGovern 
Durkin Magnuson 
Eagleton Mathias 
Ford Mat sunaga 
Garn Melcher 

Armstrong 
Bentsen 
Boren 
Boschwitz 
Bumpers 
Byrd, 

Harry F., Jr. 
Chafee 
Church 
Cochran 
Donforth 
DeConcini 
Duren berger 
Ex on 

NAYS-41 
Hatch 
Hatfield 
Heflin 
He:ms 
Hollings 
Huddleston 
Humphrey 
Jepsen 
Laxalt 
Lugar 
McClure 
Nunn 
Percy 
Pressler 

Metzenbaum 
Morgan 
Moynihan 
Muskie 
Nelson 
Packwood 
Pell 
Randolph 
Ribiootr 
Riegle 
Sarbanes 
Schmitt 
Stennis 
Stevens 
Stevenson 
Tsongas 
Weicker 
Williams 
Young 

Proxmire 
Pryor 
Roth 
Sasser 
Schweiker 
Simpson 
Stewart 
Stone 
Talmadge 
Thurmond 
Tower 
Wallop 
\<\."-arner 
Zorinsky 

Goldwater 
NOT VOTING-2 

ctatrord 

So the motion to lay on the table Mr. 
BUMPERs' amendment (UP No. 566) was 
agreed to. 

The PRESIDING OFFICER. All tlme 
having expired--

Mr. MUSKIE. Mr. President, I move 
to reconsider the vote by which the mo
tion to lay on the table was agreed to. 

Mr. BELLMON. I move to lay that mo
tion on the table. 

The motion to lay on the table was 
agreed to. 

Mr. MUSKIE. Mr. President, a par
liamentary inquiry. 

The PRESIDING OFFICER. The 
Senator will state it. 

Mr. MUSKIE. What is the next vote? 
The PRESIDING OFFICER. All time 

on the concurrent resolution having ex
pired, the question then would be on 
agreeing to the concurrent resolution, 
as amended. 

Mr. ROBERT C. BYRD. Mr. President, 
I ask unanimous consent to proceed for 
1 minute. 

The PRESIDING OFFICER. The Sen
ate will be in order. 

-
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Is there objection to the request of the 
Senator from West Virginia? Without 
objection, it is so ordered. 

ORDER OF PROCEDURE 

Mr. ROBERT C. BYRD. Mr. President, 
following the final vote on the Second 
Concurrent Budget Resolution, the Sen
ate will proceed to the consideration of 
the conference report on the Panama 
Canal implementing legislation. Con
ceivably there could be a vote this eve
ning. So I suggest that Senators not leave 
for a while yet. 

Mr. HARRY F. BYRD, JR. Mr. Presi
dent, a parliamentary inquiry. 

The PRESIDING OFFICER. The 
Senator will state it. 

Mr. HARRY F. BYRD, JR. The Sena
tor from Virginia has a 10-second state
ment. Is he precluded from making that 
at this point? 

The PRESIDING OFFICER. It would 
require unanimous consent. 

Mr. ROBERT C. BYRD. Mr. President, 
I ask unanimous consent that the Sena
tor from Virginia may proceed for 1 
minute. 

The PRESIDING OFFICER. Without 
objection, it is so ordered. 

Mr. HARRY F. BYRD, JR. Mr. Presi
dent, this is an appropriate time, I think, 
to insert in the RECORD an analysis show
ing the tremendous increase in the cost 
of Government and the tremendous in
crease in tax revenues taken from the 
people of the United States to operate 
this Federal Government. 

I shall vote against this budget reso
lution setting spending for fiscal year 
1980. 

The spending figures are much too 
high-and the $32 billion deficit is 
greater than the budget deficit for the 
current fiscal year. Instead of reducing 
the current deficit we are increasing it-
thus taking the Nation further away 
from a balanced budget. 

I have prepared a table showing a 
comparison in the cost of government 
for the year 1960 compared with 1979. 
The spending figures in the pending 
1980 budget resolution are even greater. 

In 1960, total expenditures of govern
ment were $92 billion. By 1979, this had 
increased to $496 billion-and the 1980 
spending figure is $546 billion. 

Because of the huge deficits, the na
tional debt has doubled during the past 
8 years and now stands at $840 billion. 
The interest cost on this-just the in
terest--is debt $60 billion for 1979, and 
is estimated to be $67 billion in 1980. 

Mr. President, I ask unanimous con
sent that a table showing the figures to 
which I have referred be printed in the 
RECORD at this point. 

There being no objection, the table was 
ordered to be printed in the RECORD, as 
follows: 

FISCAL YEAR 1979 COMPARED TO FISCAL YEAR 1960 

[Analysis of Federal receipts and expenditures] 

Fiscal year-

1960 1979 

Receipts in bill ions : 
Ind ividual income taxes__ _____________ $41 $2 17 
Corporate income taxes _______________ _ 21 68 

Subtotal, income taxes ______________ 62 285 

Receipts in billions : 
Excise taxes (excluding highway) ______ _ 
Estate and gift _____ _______ ___________ _ 
Customs ____ •• _______ __ •••• _________ _ 
Miscellaneous _________ _____ •• __ •• __ •• 

Total, Federal fund receipts- -------
Trust funds (social security and high

way, less interfund transactions •• __ ._ 

TotaL . _____ __ ___ ----- .. ---- •• ---

Expenditures in billions : 
Federal funds. ________ __ -------- ___ ._ 
Trust funds (less interfund transactions). 

TotaL ____________________________ _ 

Unified budget surplus ( +) or deficit 

Fiscal year-

1960 1979 

I $10 I $11 
2 5 
1 7 
1 9 

-----
76 317 

17 149 

92 467 

76 363 
17 133 

-----
92 496 

===== 

(-)_ -- --- ----------- ----------- -30 

1 Excludes highway and airport trust fund. 

TRUST FUNDS-RECEIPTS AND OUTLAYS 

[In billions of dollars] 

Fiscal year 1960 Fiscal year 1979 

Receipts Outlays Receipts Outlays 

Social security ________ $11. 510 Ul. 723 UOl. 818 U04. 403 
Unemployment. ____ ._ 2. 703 2. 736 15. 700 11. 500 
Federal employees 

retirement_ ___ ._._. 1. 766 . 852 20. 631 12. 475 
Highways ____________ 3. 027 3. 433 8. 153 6. 839 
Other •••• ___________ _ 222 . 999 43. 145 37.719 

TotaL ________ 19.228 19. 743 189.447 172.936 

Fiscal year-

1960 1979 

Appropriations for: 
DOD ______________ $42,885,844,000 $121 , 271 , 361 , 000 
HEW ______________ $3, 514, 572, 000 ~ 57 , 997 , 515,000 

Legislative branch.. $116, 686, 000 $1, 139, 705, 500 
Supreme Court. ____ H, 858, 000 )9, 959, 600 
White House _______ ~ 2 , 221 , 000 $18, 733, 000 

Total number of full-
time civilian em-
ployees for : 

1, 039,996 1, 061, 361 Defense __ _________ 
HEW __ ------ ______ 68, 849 143, 000 
White House 

(Office) __________ 338 1, 371 
Supreme Court _____ 163 312 
Legislative branch • . 14, 954 39, 059 

Military retirement cost__ $632, 922, 172 $10, 281, 000, 000 
Average annual 

salary paid 
Federal em-
ployees in civil-
1an work force ____ $5, 273 $17,800 

Maximum Federal 
$47, 500 salary ______ _____ $17, 500 

Average monthly 
social security 
benefit paid 

$124 ~ 482 reti red couple . ___ 

Av;~aJ;vi;,t;:;:~trates 
instruments (per-
cent) : 

2. 9 8. 83 3 months. . __ -- - ---
3- 5 year notes ______ 4 8. 78 

Inflation rate for calendar years 1960 through 1979 : Percent 

1960------------------------------------------- 1. 5 
1961 _ ------------- --- -------------------------- . 7 
1962 ------------ - ------------------------------ 1. 2 
1963 --------------------- ---- ------------------ 1. 6 
1964 ------------------------------------------- 1. 2 
1965 _ ------------------------------------------ 1. 9 
1966 ------------- --- --------------------------- 3. 4 
1967--- -------- --- ------------------------- -- -- 3. 0 
1968 .. ------ -- - -------- ------- - ------- - ----- --- 4. 7 
1969- --------- ---- ------ -- ------------------- -- 6. 1 
1970_ - --- --------------------- ---- ------ ---- --- 5. 5 
1971_ --- - ---- - - - ---- ---- ----------------------- 3. 4 
1972------------------------------------------- 3. 4 
1973 --- - --------------------------------------- 8. 8 
1974 - ------- --- -------------------------- - ----- 12. 2 
1975- ------------------------------------------ 7- 0 
1976.------- - -------------------------------- -- 4. 8 
1977 ------------------------- - ---------------- - 6. 8 
1978 ---------- ------- ----------------------- - -- 9. 0 
1979---- --- ---- ------------ ----- --- ---- -------- 13. 6 

Per-
Expansion of money supply from 1960 through 1979: r cent 

1960- --------------------------- - -------------- 0. 4 
1961 .------------------- - -- ---- --------- ------- 2. 8 
1962.------------------------------------------ 1. 4 
1963 _ ------------------------------------------ 4. 0 
1964_ ------------- ---------------------- ------- 4. 5 
1965 --------------- --- ---------- - - --- ---------- 4. 3 
1966 _ ------------------- ----------------------- 2. 9 
1967 ---------------- ------- ------ - --- - --------- 6. 3 
1968_--- --------------- --- -- --- -- -- ------------ 7. 6 
1969 _ -------------------------- - -- -- ----------- 4. 0 
1970 ---------------------------- --- ------ - ----- 4. 8 
1971 _------- ------------------- - - - - - -- -- ------- 6. 6 
1972 -- --- ----- ------- -- ------------------------ 8. 8 
1973 ------------------- - ----------------------- 6. 2 1974 ___________________________________________ 5.1 

1975 .----------------- --- ---------------------- 4. 6 
1976 - ------------------ - -- - -------------------- 5. 8 
1977 ------------------------------------------- 7. 9 
1978 ------------------------------------------- 7. 2 
1979 -------------------------------- -- --------------

1 Federal Reserve calculations based on 4th quarter average 
of 1 year, divided by 4th quarter average of preceding year. 

• Mr. BENTSEN. Mr. President, before 
we take the final vote on the second 
budget resolution for 1980, I want to 
spend a moment summarizing my views 
for the RECORD. 

As I have stated on other occasions, I 
support a tax cut 0f approximately $20 
billion and would like to see that tax 
reduction reflected in this resolution. 
However, in numerous conversations 
with my colleagues, I can sense that 
there is not enough support for the Sen
ate to adopt this position, and therefore, 
I do not plan to offer this as an 
amendment. 

The reasons that I support a tax cut 
at this time are very straightforward: 

First. The widely anticipated recession 
is upon us. For 1979 as a whole, the 
American economy will show little or no 
positive growth, and 1980 promises to be 
another very weak year; 

Second. Since we debated this resolu
tion last April and May, inflation has 
been running at double the rate targeted 
for 1979, and this has caused taxes to be 
far too burdensome for both businessmen 
and consumers. The tax cut I have pro
posed would not be large enough to really 
stimulate the economy, but it would re
lieve the excessive pressure that has been 
building up during the year; 

Third. The time to act is now. If we 
wait until the unemployment lines grow 
longer and the economic pie shrinks fur
ther, then we will have lost an opportu
nity. The economic hardship that could 
have been a voided will be a reality; 

Fourth. The kind of tax cut I support 
will have no adverse consequences for 
the economy. I am not advocating the 
traditional kind of tax cut designed only 
to shore up the demand side of the econ
omy. One-half of the tax cut I propose 
would provide incentives for greater in
vestment and savings-to shore up the 
supply side of our economy. That kind of 
tax cut will not increase the rate of in
flation-on the contrary, it will help im
prove our capacity to produce more goods 
and services. And in the long run this 
type of tax cut would actually reduce the 
rate of inflation; and 

Fifth. I want to see this Congress enact 
a tax cut early enough so that it can 
dampen the impact of the recession, pre
vent a serious downturn, and preempt 
congressional initiatives for increased 
spending. Historically, the Congress has 
used recessions as an excuse to increase 
the size of the public sector. That is the 
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sort of expensive reflex reaction that 
must be avoided in the future. I want to 
see us use this recession to break the 
cycle of the past and accomplish some of 
our legitimate economic objectives. 

I would like to remind my colleagues 
of a bit of history. During most of 1974 
the economic signals were mixed. There 
were various signs that the economy was 
weakening, but the unemployment rate 
held steady between 5 and 5 Y2 percent. 
In March of that year the Joint Eco
nomic Comm·ttee recommended that a 
small tax cut be considered to offset the 
pressures that were beginning to build. 
In September 1974 the unemployment 
jumped 0.5 percentage points. And be
tween October 1974 and May 1975, the 
unemployment rate rose about one-half 
point per month until it finally peaked 
at 9.1 percent. 

I am not suggesting that the situation 
we face today is as bad as the one we 
faced in 1974-although no one antic
ipated the seriousness of that recession, 
But I am suggesting that the longer we 
wait before taking action, the more seri
ous a decline we are likely to experience. 
Already some economists are talking 
about unemployment rates of 8 percent 
and higher. We must not be lulled into 
complacency by the fact that it has re
mained at 6 percent or less so far this 
year-our history shows that it can rise 
very rapidly. 

The $20 billion tax cut I have recom
mended is rather small in comparison to 
our $2 trillion economy. As Wharton 
School economist, Lawrence Klein, put it, 
such a tax cut "won't be enough to 
thwart a recession, but it will keep it 
from turning into a really deep and dan
gerous one." 

A modest tax cut oriented toward the 
supply side of the economy-enacted 
early enough to prevent a severe reces
sion-and designed to foster savings and 
investment will stimulate real growth 
in the long run and lead us to a balanced 
budget far more effectively than a policy 
that avoids a supply side tax cut, maxi
mizes the probability of a severe reces
sion and encourages the expansion of 
costly Government spending programs. 

I said earlier that I do not believe that 
there is enough support to amend this 
budget resolution as I would like. But I 
will predict that before the year is over, 
many more of my colleagues will come 
to the same conclusions that I have 
reached.• 
• Mr. BIDEN. Mr. President, I intend 
to support the second concurrent resolu
tion on the budget. I also support the 
new formula that has been worked out 
to hold down spending without doing 
violence to essential Government serv
ices. I believe that this formula is, in 
the words of our chairman, Senator 
MusKIE, a ' 'reasonable and supportable 
compromise of a difficult issue," and I 
am pleased to have participated in the 
meetings that developed it. 

ENERGY AND INFLATION 

Mr. President, if there ever were any 
doubt that there are no easy answers to 
this country's economic problems, those 
doubts should finally be laid to rest by 
the issues before us today in the second 
concurrent budget resolution. 

We are confronted with the dilemmas 
of helping to provide for the growing 
needs of the elderly, the ill, and the less 
fortunate , while providing economic re
lief for the overburdened middle-income 
American taxpayer. At the same time, 
we must bring Federal spending and in
flation under control. It is little wonder 
that surveys indicate the American pub
lic has little economic optimism for the 
future. 

The ravages of inflation coupled with 
ever-escalating energy prices have 
brought this country to a new low in our 
more usual American spirit of "can-do" 
self-assurance. The American people are, 
indeed, in the throes of a "crisis in con
fidence"-and rightly so. We simply have 
not been able to respond to the legiti
mate economic need of the lower- and 
middle-income people of this country, 
and offer the public any assurance that 
we, their elected officials will make the 
tough decisions which we must make to 
provide for a brighter and more stable 
economic future. 

For example, let us just take a look at 
what energy costs are doing to the 
the budgets of moderate-income house
holds. 

Since January of this year the price of 
home heating fuels have risen dramati
cally. Residential fuel oil, for example 
has skyrocketed from 54 cents a gallon to 
80 cents a gallon in just 9 months-an 
increase of almost 30 percent. We now 
are looking at the prospect of $1 a gallon 
heating oil by the end of 1979. This 
means that the 200 gallon tank which 
cost $108 to fill last January, now costs 
$160, and may well be above $200 by 
year's end. 

Mr. President, for many families such 
a price rise will not just be unfortunate, 
but could well be catastrophic. 

Last winter the average low-income 
household spent almost 20 percent of its 
income on household fuel and utilities. 

Last fall Congress received testimony 
from Mr. Anthony Maggiore of the Social 
D~velopment Commission in Milwaukee, 
Wis., indicating that: 

At $1 per gallon (for fuel oil) , 67 percent 
of the average household income would be 
u sed for home heating oil. 

Sixty-seven percent just to keep from 
freezing. Where does the money come 
from to pay the rent, buy food and meet 
medical bills? 

But the average American is not just 
struggling with spiraling energy costs. 
Those costs have impacted on-and will 
continue to aggrevate-an unacceptably 
high inflation rate-helping to com
pletely derail the average American's 
household budget. 

Mr. President, double-digit inflation is 
a two-edged sword, doing violence not 
only to family budgets, but also pushing 
American workers into higher tax brac
kets as salaries try to keep pace-further 
reducing available income and real pur
chasing power. 

With Americans on such an economic 
treadmill, it is not hard to understand 
the depths of public pessimism. 

SPENDING RESTRAINT 

As I indicated earlier, I support the 
compromise spending reduction plan that 
will be put forward during the considera-

tion of the budget resolution. This pro
posal can reduce outlays by over $3.3 
billion without striking at the needs of 
our more disadvantaged citizens, includ
ing the energy problem I discussed 
earlier. This proposal will not seek to bal
ance the budget on the backs of the poor, 
the ill, or the elderly. It can provide 
adequate funds to meet their needs in 
these times of high infl:ttion and the 
coming recession which threaten the 
ability of many to stay af!oat financially. 
I know that there will be proposals be
fore us to slash spending in such areas 
as education, job training, health care. 
and income security, supposedly in order 
to provide tax relief without increasing 
the deficit. I have my own proposals for 
a tax cut which I will spell out in a 
minute-for I believe a tax cut now is 
essential. 

I cannot support proposals that cut 
essential services proposals that would 
provide tax relief at the expense of es
sential services. Therefore, I support the 
substantial reductions in spending con
tained in the most recent proposal for 
the budget resolution, but I must oppose 
efforts to reduce spending still further, 
whether to provide a tax reduction or 
for other reasons. We simply cannot 
reduce spending beyond the deep cuts 
provided for in this budget resolution 
without doing irreparable harm to the 
vital services government does and 
should provide the American people. 

WINDFALL PROFITS TAX 

I believe that it is possible to meet the 
needs of those who are hurt by our ter
rible economic circumstances and do it 
without, over the long haul, creating es
calating deficits. The key to this is the 
proposed windfall profits tax on crude 
oil. This tax must be set at rates high 
enough to recover the bulk of undeserved 
profits that oil companies will realize 
from escalating world petroleum prices. 

This means that the tax can bring in 
significantly more revenue than is now 
anticipated by the budget resolution be
fore us. Over the next 10 years it could 
result in additional revenues for the 
Treasury of more than $200 billion. With 
the more prudent approach that Con
gress seems likely to take toward the 
development of synthetic fuels , probably 
less than half the revenues earmarked 
from this tax for synfuels will be needed 
to meet synthetic fuel development costs. 
The balance can be used in a 10-year 
program to meet the needs of disadvan
taged and to provide tax relief for the 
American taxpayer without, over that 
10-year period, creating ever-escalating 
deficits. 

I think the first step in such a 10-year 
program should be to provide a tax cut 
right now. In the next few years, more 
than enough revenue can be realized 
from the windfall profits tax to offset the 
immediate loss of revenue that will oc
cur. Therefore, although I support the 
budget resolution before us, I am disap
pointed that it does not contain room 
for such a tax cut. 

In order to accommodate a tax cut, 
however, we must hold the line on the 
windfall profits tax. Mr. President, this 
tax is not a "penalty" to the oil industry 
as some have argued. This is not further 

. 
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Government interference in the affairs 
of private enterprise. Rather, the wind
fall profits tax permits the American 
people to "recapture" some of the rev
enue attributable to the unjustified price 
increases of the OPEC cartel. The tax 
more than adequately allows the oil in
dustry new incentives for the develop
ment of American oil reserves. Even with 
a windfall profits tax as proposed by the 
administration the oil industry will real
ize profits amounting to $96 to $117 bil
lion between 1979 and 1980. 

Mr. President, the windfall profits tax 
helps return to the American people 
some of the revenue which substantially 
higher fuel prices would siphon off. This 
tax is reasonable, just and necessary. I 
cannot understand how some of my col
leagues can seriously argue that we 
should dramatically reduce Federal 
spending even beyond the cuts incor
porated in this budget resolution-in ef
fect cutting into the marrow of impor
tant domestic programs-while arguing 
that we should allow the oil industry to 
enrich itself on the substanti~lly in
creased earnings which soaring oil prices 
are reaping. 

Mr. President, can we possibly have 
our national priorities so distorted that 
we would actually reduce essential Gov
ernment services so as to provide the oil 
industry with still higher profits-profits 
which will do nothing to provide for 
more domestic oil. I cannot believe we 
would adopt such a policy prescription. 

Rather, Mr. President, Congress should 
pass a strong windfall profits tax in 
order to generate the revenue needed not 
only to allow for a substantive tax cut 
to help provide for those programs which 
will allow us to get out from under the 
OPEC yoke. 

TAX REDUCTIONS 

Mr. President, I have concluded that 
both equity and economic conditions re
quire an immediate tax reduction for 
individual taxpayers. 

With regard to equity, the revenue fig
ures in this budget resolution speak for 
themselves. In just a little more than 
2 months since the first budget resolu
tion was approved in May, estimated 
revenues have risen by $3.5 billion, de
spite the fact that our estimates of eco
nomic growth have fallen substantially 
since then. Even more startling is the 
increase of almost $9 billion in revenues 
above the estimate made by the Senate 
Budget Committee in its April 12 report 
on the first concurrent budget resolution. 

And if one looks at the increase in 
revenues between 1979 and 1980, one 
finds an estimated increase of $46 bil
lion. In all of these estimates there is a 
built-in assumption of a slowdown in 
our economy. Even so, inflation will push 
taxpayers into higher tax brackets so 
rapidly that the increased taxes from in
flation are far more than offsetting any 
decreased revenues from the coming re
cession. I believe that we must give some 
relief to those taxpayers whose real in
come is being eroded by a combination 
of inflation and taxes. 

This budget that we are working on 
today contains cost-of-living increases 
for social security benefits. They are 
necessary for the mere survival of many. 

There are cost of living adjustments for 
many other programs-veterans pro
grams, nutrition programs, retirement 
programs, medical care programs. I sup
port these also. But when we come to 
the revenue side of the budget, we are 
told that an inflation adjustment in 
taxes is too inflationary: that it will 
destroy the steady course of our fiscal 
policy intended to eliminate inflation. So 
we can do nothing for the taxpayers, it 
is argued. 

First, I reject the argument that the 
thing that destroys our steady fiscal 
course and threatens increased inflation 
can be narrowed to a tax cut. The things 
that threaten-if, indeed, anything 
does-is the sum total of all our actions 
on the budget-increased defense spend
ing: the cost of living adjustments men
tioned above; increased refugee assist
ance: more water resource spending: 
more energy development spending. No 
one of these things can be blamed for 
unbalancing the budget-it is the sum 
total of them. To make the taxpayers 
and their tax reduction the scapegoat 
is totally unfair. 

It is also utterly unwise, considering 
the economic outlook, not to have a tax 
cut now. 

It is clear that no one knows how to 
predict the course of the economy. But I 
believe the outlook is grim. I have 
thought for some time that the current 
economic scene is unpleasantly remi
niscent of 1974 when our Budget Com
mittee was just getting underway. Our 
chief target was inflation, pushed to 
double-digit levels by increased energy 
costs. An economic downturn lurked in 
the background, apparent to anyone who 
looked carefully. 

But I have been told that I am wrong. 
That things are different today. 

For this reason I was interested in an 
article in the quarterly review of the 
Federal Reserve Bank of New York
surely a reputable source. That article, 
entitled "The Business Situation-Cur
rent Developments" noted: 

In many respects recent energy develop
ments--the sharp rise in !uel prices and re
duced availabi11ty o! gasoline--are remi
niscent of the 1973-74 oil embargo which 
tripped the United States economy into its 
worse recession in post-war history. 

In my view, not only will the country 
suffer from the energy problems occur
ring earlier this year, an equal matter 
for concern is that the energy outlook for 
the next year is very unstable. I see no 
assurance that there will not be further 
price shocks and further shortages. The 
outlook for fuel oil this winter is not en
couraging-either in price or in supply. 
When this energy outlook is combined 
with the inflation outlook, the plight of 
the consumer is bleak. And the evidence 
is that consumers know it and are 
retrenching. 

When you have total uncertainty 
about energy supply or cost; when you 
have the virtual certainty of continued 
rampant inflation; when consumer buy
ing power is dramatically lowered; and 
when consumer confidence is shattered
then we have the makings of a very seri
ous economic downturn next year. 

I hope not, but I do not want to make 

the mistake that we made in 1974. At 
that time we were too busy fighting in
flation to see the other menace that 
lurked around the corner. So we waited 
for a tax cut until consumer confidence 
had fallen so low that the tax cut en
acted in 1975 could not even budget it. 

That cut was, in my judgment, a total 
loss as a recession fighter. I believe that 
we must act now to put in place a sub
stantial tax cut to help prevent a serious 
recession. 

Finally, I know that I must expect to 
be told that a tax cut will be inflationary 
at a time when lowering inflation is our 
goal. I agree that lowering inflation is at 
least one of our important goals. But, I 
do not agree that a tax cut will be sig
nificantly inflationary, particularly when 
compared with the economic and equi
table relie.f it will provide. Specifically, I 
believe the extent of the economic down
tum will unforunately be sufficient to 
overcome almost any inflationary effect. 

But what happens if one assumes a less 
serious downturn, as does the Budget 
Committee in its markup documents 
used to prepare this resolution? The 
Budget Committee staff prepared a series 
of fiscal options, one of them a personal 
income tax cut of $15 billion. The staff es
timate of the effect of this tax cut on in
flation was: Nothing in fiscal year 1980; 
an increase in inflation in 1981 of only 
one-tenth of 1 percentage point; and the 
same increase again in 1982. When we 
are fighting inflation rates of over 13 
percent, a tenth of a percentage point a 
year or two from now is worth the price 
in return for the economic benefits it will 
bring-to say nothing of the financial 
relief it will give to many hard-working 
Americans. But certainly another op
tion-and we are not deciding the exact 
form of tax relief here today-another 
option is to reduce the increased payroll 
tax burden that will be coming in the 
next 2 years. If we do that, the result 
on inflation is very positive--decreases 
of about two tenths of a percentage point 
in 1980 and 1981. 

In summary, Mr. President, we need 
a tax cut and we need it right now while 
it can still do some good. Such a tax cut 
need not stand in the way of balancing 
the budget in 1981-that can still be 
done. In the longer run, the availability 
of revenues from the wind.fall profits tax 
will assure a large and equitable new 
revenue source that will permit further 
reductions in individual income taxes.• 
e Mr. BOSCHWITZ. Mr. President, last 
spring the Senate passed the first budget 
resolution by a wide margin. While that 
budget contained some cuts in worth
while programs, many of which are im
portant to Minnesota, I felt that the 
restraint shown in the overall totals jus
tified sacrifices on everyone's part. I sup
ported the first budget resolution be
cause I believed it would slow the growth 
of Government spending and therefore 
curtail inflation. In previous years, Gov
ernment spending has been growing 11 
to 12 percent. The first budget resolu
tion provided for only a 7.6-percent in
crease in spending. I viewed this as a 
significant reversal of Congress spending 
pattern. 

However, in the past few months, a 
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time when the economy is certainly not 
performing in an exemplary fashion, I 
have witnessed a return to the old pat
tern of trying to solve problems by 
spending. This is happening at a time 
when it is more important than ever to 
hold down Government spending because 
inflation is now running at an annual 
rate of over 13 percent. Again, I believe, 
as do most economists, that high Gov
ernment spending contributes to infla
tion. Yet this second budget resolution, 
which increases spending significantly, 
only perpetuates the cycle of inflation 
and, indeed, worsens it. 

Although the first budget resolution 
was a step in the right direction toward 
reducing the growth rate of Government 
spending, Congress has not achieved the 
goals of that budget. 

I did not support this budget resolu
tion in committee, and cannot support 
it in its present form because it is a 
band-aid approach to our Nation's eco
nomic ills. Simply adding in more money 
to try to offset inflation's effects will do 
nothing to bring inflation or unemploy
ment down. Offsetting inflation is a 
laudable goal, but by pouring more 
money into Government programs, we 
are sending a message to the American 
people that inflation is inevitable. I be
lieve, instead, that we should try a pre
ventive approach. We should hold down 
the growth of Government spending and 
restore incentives for work and savings, 
which create real economic growth, be
fore we are deeply imbedded in a reces
sion, before millions of workers are 
thrown out of jobs, before the inflation 
rate worsens. 

Mr. President, you may have heard 
the saying that if you tax something you 
get less of it, and if you subsidize some
thing you get more of it. This is ex
emplified in this budget as reported by 
committee. We are taxing productivity 
and subsidizing inflation and high un
employment-in short, a recession. 

Allowing inflation to push people into 
higher tax brackets and saying in the 
next breath that tax cuts should not be 
enacted until 1982 so we can balance 
the budget is illusory at best. People all 
over this country are calling out for a 
balanced budget. This budget is not the 
way to do it. 

It seems to me that there are two 
distinct approaches to this goal of bal
ancing the budget. The first, which I 
support, is to balance by restraining the 
growth of Government expenditures. 
With less Government money floating 
around in our economy, and therefore, 
less Government intrusion into the free 
enterprise system, I believe the private 
sector has a better chance to get back 
on its feet. It is the private sector, not 
the Government, that creates the vast 
majority of jobs. It is the private sector, 
not the Government, that produces most 
of the products that people need. In
creased tax revenues are the result of 
more jobs and more production. 

So it is in the best interests of us all 
to insure that the private sector is able 
to achieve real economic growth. I am 
convinced that tax revenues will grow if 
we restore economic incentives. Only by 

a combination of holding back increases 
in Government spending and encourag
ing private sector growth through tax 
cuts, can we balance the budget. 

The second group of budget balancers 
wants to increase taxes until they catch 
up with Government spending. The ex
perience to date shows that this ap
proach also causes inflation and unem
ployment. When the Government pumps 
more money into our economy that is 
not matched by an increase in the sup
ply of goods, inflation is the result. That 
is the definition of inflation-too much 
money chasing too few goods. Money is 
a commodity just like eggs or flour, and 
when there is too much of any commod
ity the price goes down. This decrease in 
the price, or value, of money is infla
tion. By the same token, when we try 
to increase revenues by allowing infla
tion to push people into higher tax 
brackets, we are doing nothing to pro
mote any increase in the supply of 
goods. And so real economic growth de
clines, as it is now, and higher unem
ployment and more Government spend
ing is the result. You cannot collect 
taxes from people who are not working, 
so revenues will never catch up with Gov
ernment spending. 

We are taxing work and saving at un
precedented high levels. As a result, 
productivity is at its lowest point in our 
history. By the same token, instead of 
just adding in more money to pay for 
more unemployment compensation when 
the unemployment rate goes up, we 
should be working on solutions which 
preclude such a rise in unemployment, 
such as tax cuts which would create 
more jobs. And the time for that is run
ning short, as shown by last month's 
rise in the unemployment rate to 6 per
cent. 

This budget resolution accepts a 9.8 
percent rate of inflation in the next fis
cal year. Not only does it say that 9.8 
percent is a valid estimate, it goes one 
step further and guarantees it will stay 
at such a high rate by adding over $10 
billion of spending. This budget resolu
tion also accepts as valid an unemploy
ment rate of 7.2 percent. Again, it guar
antees that this will come to pass by 
forgoing any tax reductions until future 
years. 

Next year is an election year. With 
unemployment rising and inflation ris
ing, everyone knows that a tax cut is 
inevitable. We are fooling ourselves by 
not planning for it now. I realize it is 
difficult to make the hard choices as 
to where spending cuts will have to be 
made to accommodate a tax cut so the 
deficit will not rise. But I believe it can, 
and must, be done. This is the only valid 
path to a balanced budget. 

It is with great reluctance that I felt 
compelled to oppose this budget resolu
tion. The Budget Committee itself is an 
important part of our legislative process 
and deserves the support of Congress. 
Unfortunately, I do not think that this 
budget resolution fulfills the goals of the 
Budget Committee. The committee was 
created to try to get a handle on Gov
ernment spending and to provide a 
framework for congressional action on 

economic problems. This second budget 
resolution does neither. It promotes Gov
ernment spending at unprecedented high 
levels. It is a rubber stamp to the ad
ministration's policy of-let us wait and 
see how bad the recession gets before we 
do anything. I disagree with this policy 
strongly. I feel Congress must take the 
initiative now to prevent a deepening of 
the recession. 

The second budget resolution as re
ported by the committee recommends 
that revenues increase over $48 billion 
in the next fiscal year. This is because 
Americans everywhere are being pushed 
into higher and higher tax brackets. 
Revenues as a percent of GNP will be 
20.6 percent. This is the highest rate ever 
except for the years 1944 and 1945 when 
we were fighting in a world war, and 1969 
when Congress enacted a surtax to help 
finance the Vietnam war. There is no 
military war being waged at present 
which justifies such a high level of tax
ation. The only war we are waging right 
now is a war on inflation and unemploy
ment, both of which require the exact 
opposite response to win.e 
• Mr. PRYOR. Mr. President, I would 
first like to commend the chairman and 
the members of the Senate Budget Com
mittee for the initiatives which they have 
undertaken in the second concurrent 
budget resolution. The economic situa
tion of this country places us at a cross
roads and now, more than ever before, 
difficult decisions must be made in order 
to trim our national budget to an ac
ceptable level. I would only caution my 
colleagues, however, that as we strive to 
reduce the budget deficit, we must be 
ever mindful of the needs and concerns 
of the American people. 

As I stated to you during debate on 
the first concurrent resolution on the 
budget, I am specifically concerned about 
the Budget Committee's recommenda
tion regarding the current twice a year 
cost-of-living adjustment formula for 
Federal retirees. The second concurrent 
resolution, as reported, proposes to 
reduce the level of funding of the Civil 
Service Retirement System by $100 mil
lion and the Budget Committee's re
port recommends that the savings be 
achieved by changing the semiannual 
cost-of-living formula to a once-a-year 
provision. 

It is, however, my understanding that 
such recommendations or assumptions 
are not binding on the Congress and the 
Governmental Affairs Committee may 
properly achieve the specified reduction 
by legislation other than that mentioned 
in the Budget Committee report. 

Mr. President, I have expressed my 
concerns on this issue on various occa
sions. On July 20, 1979, the Budget Com
mittee wrote to Senator RIBICOFF, chair
man of the Governmental Affairs Com
mittee, alerting him to the Budget Com
mittee's plans to begin markup of the 
second budget resolution. I, along with 
Senators RIBICOFF, PERCY, and STEVENS 
joined in the response in a letter dated 
July 27, 1979. 

Our letter outlines the fact that the 
Subcommittee on Civil Service and Gen
eral Services, which I chair, mindful of 
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the assumptions of the first concurrent 
resolution, held hearings on the Civil 
Service Retirement System on July 12, 
1979. At the hearing, the subcommittee 
received testimony in opposition to such 
a change from many organizations and 
individuals, including members of the 
Senate Budget Committee. Moreover, a 
representative of the Office of Personnel 
Management stated that the administra
tion has no present plan to propose or 
support a change in the adjustment for
mula. 

Our letter further outlines other areas 
where the committee believes that com
parable savings can be achieved. Already, 
legislation affecting the civil service dis
ability retirement program is being de
veloped. We will pursue that and other 
areas. As I said, Mr. President, I support 
budget reductions and I think we can 
achieve them. Certainly, our committee 
wishes to give its best efforts toward 
responsible legislative initiatives. 

I certainly appreciate the cooperation 
and support of the Budget Committee in 
allowing the Governmental Affairs Com
mittee the needed flexibility under the 
budget act to determine how best the 
recommended levels of savings should be 
achieved. I am pleased with the technical 
amendment offered by Senator MusKIE 
which clarifies the authority of the Gov
ernmental Affairs Committee to act on 
this issue. I believe that the cost-of
living adjustment formula for Federal 
retirees is important to maintaining the 
purchasing power of our Federal retirees, 
many of whom who are on lower fixed 
incomes. Based upon the information 
which has thus far been presented to the 
Governmental Affairs Committee I do 
not support any action to reduce these 
benefits. Rather I intend to join my col
leagues on the Governmental Affairs 
Committee in efforts toward achieving 
the proposed levels of savings by pursu
ing legislation which will not impose 
special hardships on individual citizens, 
but which are consistent with the neces
sary budgetary constraints that we 
face.e 
ANNOUNCEMENT OF POSITION ON VOTE ON 

DIVISION 2 OF HOLLINGS AMENDMENT 

• Mr. DOLE. Mr. President, during the 
vote on division 2 of the amendment of 
the Senator from South Carolina, re
garding increased defense spending to 
provide for 5-percent real growth in 
budget authority in fiscal years 1981 and 
1982, I was necessarily absent. 

If I had been present for this vote I 
would have voted in favor of this meas
ure.• 

Mr. CRANSTON. Mr. President, it is 
with great regret that I announce that 
I cannot support the Senate's version of 
the second concurrent resolution on the 
budget for fiscal year 1980. 

I have strongly supported the attempt 
to bring fiscal responsibility to the Con
gress from the inception of the new 
budget process. 

I worked hard with other Members of 
the Senate to enact the Congressional 
Budget Act in 1974. 

I served on the Senate Budget Com
mittee from its formation until last year 
when I was required by Senate rules and 

the pressure of other assignments to re
linquish my seat. 

The budget process has achieved many 
things in its short life. 

It has saved many billions of tax
payer dollars. 

It has served as an important vehicle 
to help devise a national economic 
policy, and to coordinate that policy 
with the actions of Congress to meet our 
national needs. 

It has helped to make the whole Con
gress budget conscious. 

These are major and very desirable 
achievements. 

I continue as a strong supporter of the 
budget process. 

I do not share the view of those who 
believe we should go back to the old way. 

But, Mr. President, even such a valu
able and important process can produce 
results which in my view are both fiscally 
unsound and unfair-and that is what 
the amended version of the second con
current resolution on the budget for 
fiscal year 1980 is. 

It is fiscally unsound because it re
verses the progress Congress has made 
toward a balanced budget by providing 
for a deficit $1.7 billion greater than last 
year. 

When the distinguished Senator from 
Maine took the floor to open the debate 
on this resolution, he stressed the im
portance of holding down deficit spend
ing and avoiding a bigger deficit than 
last year, goals I share. 

"The Budget Committee would have 
failed in its responsibility to the Senate 
had we not recommended reconciliation 
to keep the 1980 deficit from rising over 
the deficit for 1979," he said. 

The amended resolution which the 
Senate now has before it is unfair be
cause it inflicts suffering on those least 
able to bear it, while placing no appro
priate restraint on inflationary, across
the-board increases in undefined aspects 
of military spending for which an ade
quate case has not been made. 

I have said many times that I do not 
believe we can or should balance the 
budget on the backs of the poor, the 
aged, and the disabled. 

This resolution abandons our momen
tum toward a balanced budget, while
in the name of fiscal responsibility and 
without other justification-it requires 
cuts 1n services to those in our society 
who suffer most from inflation and who 
are least able to survive without assist
ance. 

Early in this debate I took the floor 
with an amendment opposing cuts ln 
service-connected disability compensa
tion or other veterans entitlement ben
efits, and in Veterans' Administration 
health care programs below essential 
levels that the Senate had approved 
earlier this year. 

My amendment, coupled with the 
Muskie substitute, would have left the 
projected deficit for fiscal year 1980 $1.2 
billion lower than the fiscal year 1979 
deficit, and $2.9 billion lower than the 
deficit projected in the resolution which 
is before us . 

My amendment was called-errone
ously-an attempt to exempt the Veter
ans' Committee from any and all respon-

sibility to find some savings to hold down 
the cost of Government. 

That misleading rhetoric totally ig
nored the vigorous and successful efforts 
that those of us on the Veterans' Com
mittee have made to achieve savings 
where they are achievable-to eliminate 
waste and abuse, tighten administration, 
and reduce costs in veterans' programs. 

These efforts, when finally adopted by 
the full Congress, will yield savings in 
veterans programs of almost $80 million 
in fiscal year 1980, and $448 million over 
the next 5 years. 
~Y resolution opposing unwise, un

fair cuts in veteran programs to the 
budget was defeated. 

Yet the Senate subsequently adopted 
an amendment which increased the pro
j~c~ed deficit for fiscal year 1980 by $3.2 
billion, a development which the distin
guished chairman of the Budget Com
mittee only yesterday had called "unac
ceptable." 

Chairman MusKIE pointed out that-
We must make painful cuts in valuable 

social and economic programs, ask people to 
do without some of the government serv
ices they seek , and ask the individual Mem
bers of Congress to set aside some of their 
favorite programs for the common good. We 
must do it if we are ever to control the 
budget. 

Those who argue for a 3- or 5-percent in
crease for defense would set aside important 
social goals in t he name of economy, but 
add over $100 billion new for undefined de
fense programs of no proved value and no 
demonstrated need. 

If we adopt these increases in the face of 
this evidence, the deficit will increase. We 
will build new spending momentum into the 
budget. We will saddle the future Congresses 
with even more painful choices. We will 
throw oil on the fires of inflation in an im
portant industrial sector. And we can say 
goodbye to all the brave talk about bringing 
the budget under control. 

The consequences are equally unac
ceptable to me. 

I cannot support this resolution. 
• Mr. RIEGLE. Mr. President, I intend 
to vote against the second budget reso
lution. 

I have come to this position, Mr. Presi
dent, with some regret. I would have 
preferred to join the distinguished Budg
et Committee chairman, Senator Mus
KIE, and my other colleagues in defend
ing the committee's recommendation on 
the floor. I would prefer to vote for final 
passage today. Unfortunately, I could 
not support the resolution as it was re
ported from committee and I cannot sup
port the resolution as it now stands. 

I wish to state some of my reasons for 
opposing the resolution in its present 
form. 

First, I believe the budget resolution, 
·as amended, does not sufficiently respond 
to the worsening economic situation. 

This resolution would continue the 
policy of fiscal restraint that was 
adopted in the first resolution last April. 
But the economy has deteriorated 
sharply since then. In fact, nearly all the 
lr..dicators confirm that the economy is 
now in a recession. 

I am not reassured by economic fore
casters who claim this will be a short and 
shallow recession. Dr. Walter Adams, 
distinguished university professor at 
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Michigan State University, reminds us of 
the events of early 1974. Three leading 
magazines-Fortune, Business Week, and 
U.S. News & World Report-assembled 
a small army of economists to predict 
what the year would bring. With very 
few exceptions, they said the stock mar
ket would rise; it fell 2.00 points. They 
said the inflation rate would decrease; it 
rose to about 12 percent. They said un
employment would peak at 6 percent; it 
was above 7 percent at year's end and 
rising. Above all, they said there would 
be no recession. 

I am disturbed by signs that we may 
once more be in for a deep and lengthy 
re~ession. In my own State of Michigan, 
unemployment has been consistently 
higher this year than last. Even under 
the more optimistic forecasts, Mich
igan's unemployment rate is expected to 
rise from a rate of 7.4 percent in July to 
10 percent in 1980. Respected economists 
who study the Michigan economy expect 
unemployment in Michigan to rise to as 
much as 11 percent. 

Within the last few weeks initial 
claims for unemployment insurance in 
Michigan have soared. In fact, initial 
claims in the week of August 4 were 
64,000-close to the alltime record expe
rienced in January 1975, near the bot
tom of the last recession. 

Mr. President, some Senators have 
said that high levels of unemployment 
are a risk we should run in order to help 
cool inflationary expectations. I agree 
that the current inflationary forces are 
very dangerous and I am frustrated that 
effective remedies have not been found. 
But I emphatically reject the notion that 
the current inflation can be brought un
der control by inducing a recession. 

Arthur Okun has recently said: 
Any anti-inflationary proposal that relies 

solely on balancing t he budget and tighten
ing money .. . should carry a t rut h-in-pack
aging label revealing t hat i ts probable con
tents are 90 percent product ion losses and 
job losses and only about 10 percent inflation 
saving. 

To gain a !-percentage-point reduc
tion in the inflation rate, the Nation 
would pay the terrible price of about 
$200 billion in lost real production and 
roughly 5 million worker-years of jobs. 

As a Senator who knows firsthand 
how costly and cruel recession can be for 
our people, I cannot endorse the eco
nomic policy reflected in this resolution. 

Mr. President, my second objection to 
the committee's recommendation is that 
it reflects an inappropriate distribution 
of resources among competing national 
needs. 

I disagree vehemently with the claim 
that this resolution is essentially a state
ment for fiscal restraints. It is primarily 
a statement of national priorities. 

The resolution does not apply the 
discipline of fiscal restraint in a balanced 
way across the range of Federal acti v
ities. It would place the burden of re
straint heavily on programs serving the 
disadvantaged and those with low in
comes. 

The resolution ceilings assume a sharp 
redu::;tion in the CETA jobs program. 
The Labor-HEW appropriations con-
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ference report already cuts fiscal 1980 
funding for CETA. Specifically budget 
authority for title VI countercyclical 
jobs was cut by $2.2 billion below the 
fiscal 1979 levels . This implies a reduc
tion of the program from 600,000 jobs 
only 2 years ago to 200,000 jobs or less by 
the end of fiscal year 1980. The Budget 
Committee suggests that the Appro
priations Committee should slash the 
program down to 100,000 jobs. 

Abolishing these jobs adds costs to 
individuals and to other Federal pro
grams. The Labor Department estimates 
that about 30 percent of the cost of each 
CETA job is offset by reductions in 
spending for unemployment insurance, 
welfare, food stamps, and other assist
ance programs. Cutting CET A is a false 
economy that merely runs up other bud
get outlays. 

Last year Congress enacted major re
forms that target this program on the 
disadvantaged-those who are most hurt 
by the recession. Economists estimate 
that a 9.5-percent unemployment rate 
translates into an 11-percent rate for 
women, an 18-percent rate for minorities, 
20 percent for teenagers, and 45 percent 
for black teenagers. I do not believe the 
Nation can turn its back on the suffering 
of these groups. 

The resolution assumes cuts in title 
XX social service grants to States by 
$200 million for fiscal 1980. In my State 
of Michigan, these cuts would amount 
to $9 million. Compensatory State 
spending increases to continue those 
services are not possible because the 
economic downturn is already cutting 
into State revenues and State law 
prevents the rapid generation of new 
taxes. Similar to many other States, 
Michigan is currently spending well over 
its required State matching for services 
funded through title XX. 

As I noted earlier, much of the saving 
assumed by the Budget Committee will 
be illusory. In Mi:higan, for example, 
title XX funds provide services to home
bound individuals not otherwise able to 
support themselves. Without these serv
ices, many clients would have to be 
transferred to nursing homes, where 
the Federal Government assumes 50 per
cent of the cost through medicaid. 

Title XX funds in Michigan also pro
vide placement services to mentally ill 
and mentally retarded people. A cut
back in funds would create a backlog of 
clients who can not be placed in com
munities but must remain in institutions 
at a higher cost to the Federal and State 
Governments. 

The resolution assumes sharp cuts in 
assisted housing for low- and moderate
income people. In the current year 
310,000 families are expected to be 
brought under assistance. The HUn
independent agencies appropriation 
would reduce the program to add only 
259,000 families in fiscal 1980. The Bud
get Committee suggests that Congress 
go back and force the program down by 
an additional 9,000 units. 

The resolution assumes real cuts and 
questionable savings in welfare pro
grams, retirement programs and numer
ous domestic programs. 

None of that restraint has been shown 
when military spending has been con
sidered. 

Many of those Senators who fight 
hardest to cut the size of domestic pro
grams and who profess the greatest con
cern about the taxpayers' dollar, have 
rigidly refused to admit that savings 
could be achieved by cutting waste in 
military spending. 

The Budget Committee voted to add, 
over the fiscal 1980 to 1984 period, $13.4 
billion in budget authority and $4.6 bil
lion in outlays to the already generous 
amounts in the first budget resolution. 
The Budget Committee recommended 
full funding of research, development, 
and procurement for all major strategic 
weapons systems now being planned. 

If the Budget Committee's recom
mendation were adopted, no strategic 
weapons system would be held back. The 
MX missile would be procured at the rate 
of one per year in fiscal 1980, 1981, 1982, 
and 1983, and two submarines in fiscal 
1984. The committee recommendation 
also included the Trident I and II mis
siles, and air launched cruise missiles 
and their carriers. 

But even that did not satisfy the ad
vocates of military spending, so we now 
have a resolution that would increase 
defense spending above the committee's 
recommendation by $47.4 billion in budg
et authority and $28.5 billion in outlays 
over the period from fiscal year 1980 to 
fiscal 1984. 

I believe we should press to reduce 
waste and mismanagement and to elim
inate ineffective activities in every budget 
function. But this second resolution does 
not show a concern for governmental 
effectiveness. It reflects a biased policy, 
and I will not vote to approve such a bias. 

Ml'. President, budget decisions will 
always spark disagreement and debate. 
It could hardly be otherwise. The stakes 
are high. Different regions and different 
groups have conflicting interests. Our 
understanding of the economy is incom
plete and policy decisions are controver
sial. Conflict over budget resolutions is 
certain to increase as the power of the 
budget process grows. 

We should not expect a budget resolu
tion to match any one Senator's priori
ties. Nevertheless, this resolution, at this 
stage of a recession, provides such a poor 
response to what I believe are the needs 
of people in my State and across the Na
tion that I must vote against it. 

I trust that the resolution's most seri
ous flaws will be corrected in conference 
with the House, and I expect that Con
gress will turn a way from the fiscal 
policy of this resolution if the economic 
downturn continues on its present 
course.• 
e Mr. BENTSEN. Mr. President, I com
mend the efforts O'f the Budget Commit
tee to pursue the difficult and evasive 
task of balancing the budget. I am sym
pathetic to efforts to reduce the deficit 
and to balance the budget at the earliest 
possible moment. I believe that Congress 
must return to sound fiscal policies to 
address the perplexing and pervasive 
problems of the American economy. 

In one of its reconciliation instruc-
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tions, the Budget Committee has, how
ever, directed the Committee on Envi
ronment and Public Works to reduce au
thority for expenditures by $250 million, 
with the clear assumption that this re
duction will come from the Federal-aid 
highway program. I respectfully disagree 
with this recommendation for the fol
lowing reasons : 

As most of my colleagues are aware. 
the highway trust fund is a self-con
tained operation. It can expend only 
those revenues it receives. The trust fund 
cannot be in deficit; it cannot spend 
beyond its income. 

It is also important to understand, Mr. 
President, that money collected by the 
trust fund cannot be spent for any 
purpose other than highways. If we have 
a surplus in the trust fund we cannot 
take that money and turn it over to HEW 
or the Department of Defense. If there 
is a surplus in the account, it remains 
there. 

True, trust fund income is counted 
as revenue, and if we do not spend part 
of it we have theoretically decreased ex
penditures. But this is a cruel illusion 
of progress where none in fact exists; 
it is a budgetary shell game. Because that 
revenue just sits in the trust fund, serv
ing no useful purpose, building a surp1us 
that cannot be spent. Reducing author
ity for expenditures by the trust fund 
does not deal with the realities of bal
ancing the budget. It is a phoney econ
omy. 

Also, Mr. President, I would like to 
note for the record that the highway bill 
passed by the Senate last year was lean. 
It is the bare minimum we need to do 
the job. Last year the House passed a 
highway bill that was generous to the 
point of irresponsibility. When we went 
to conference on this legislation, we held 
firm, and we reduced the House level by 
$16 billion. 

We have met the requirements of fiscal 
responsibility in respect to the highway 
bill. The program is currently funded at 
an effective, responsible level. Reducing 
trust fund expenditures by $250 million, 
as recommended by the Budget Commit
tee, would be a false economy with se
vere adverse implications for our high
way program. 

Mr. President, I urge the Senate con
ferees on this resolution to carefully re
view the assumptions that were made in 
targeting the highway program as a can
didate for a budget reduction. I would 
say that their conclusion would be that 
it is an improper target. I urge them to 
look at the House position on this issue
a position which does not currently in
clude a cut in the highway program
and recede to this position during the 
conference on the resolution.• 
• Mr. LEVIN. Mr. President, our consid
eration of the second budget resolution 
has taken place within the context of 
competing demands. Our constituents 
demand-and economic reality re
quires-that we attempt to constrain 
overall spending in order to reduce the 
deficit and help in the fight against in
flation. At the same time, our constitu
ents demand-and our consciences re-

quire-that we recognize the unmet 
needs which any budget is designed to 
address. Our decisions over the past 3 
days represent our attempt to find a way 
to resolve these competing demands. My 
vote against the second and binding 
budget resolution reflects my dissatisfac
tion with the solution being offered now 
for our final approval. 

I believe, Mr. President, that efforts to 
reduce the deficit and move toward a 
balanced budget are desirable goals. But 
I do not believe that they are penulti
mate goals. I do not believe they super
sede all other considerations. I do not 
believe they should blind us to the price 
we are asked to pay in terms of the prog
ress we make toward achieving other 
priorities. 

The movement toward a balanced 
budget needs to be carefully examined 
along the way. We know that if we pro
duced a balanced budget this year we 
would not end inflation. We know that if 
we produced a balanced budget this year 
we would not stem the falling value of 
the American dollar in international 
money markets. We know that if we 
produced a balanced budget this year we 
would not prevent the recession we are 
now entering. surely a balanced budget 
m ight help us move toward some of these 
goals-but in and of itself, the budget 
will not achieve them. A balanced budget 
will not allow us to enter a utopian state. 

But this debate, of course, is not even 
about a balanced budget. It is a debate 
about the extent to which the budget will 
be unbalanced. We are asked to exercise 
restraint-to refuse to fund programs 
for which a clear need has been estab
lished and about many of which the 
Senate has already spoken-through the 
appropriation process-in order to keep 
the deficit under last year's total. This 
may have important symbolic implica
tions, but to be honest I am not sure that 
we have heard any evidence which eval
uates the economic impact of a $28.4 bil
lion deficit against a $32 billion deficit. 
The debate on the floor has simply not 
focused on the economic advantages of 
reducing the deficit by $3.6 billion in 
this fiscal year. As a result, we have no 
real way to measure the advantages of 
the Budget Committee proposals. 

We do, however, have a clear way of 
measuring the disadvantages of that 
proposal. They are clear in the pain ex
pressed by members of the Agriculture 
when told they must somehow reduce 
what they have appropriated by $100 
million. They are clear in the pain ex
pressed by members of the Veterans Af
fairs Committee when they were told 
that they must somehow reduce what 
they have already appropnatea oy :tilUU 
million. Those disadvantages are also 
clear to me when I consider that, in the 
face of a recession, the Budget Commit
tee has asked us to reduce by $300 million 
the CETA title VI countercyclical pub
lic service program-a program which 
has already been reduced by $2.2 billion 
in Budget Authority when compared 
with 1979 levels. 

The Budget Committee also seeks us 
to accept a $2.7 billion ceiling for title 
XX social service grants. That ceiling is 

$200 million below the temporary level 
for 1979. The ceiling will result in further 
cutbacks in social services directed to 
children, the elderly, the handicapped, 
and other needy Americans. As a time 
when the combined effects of recession 
and high inflation will increase the fi
nancial distress of individuals, such pro
gram reductions cannot be justified to 
achieve symbolism. 

While the compromise agreed to yes
terday was better than the alternative, 
and I therefore voted for. I was and am 
troubled over the fact that we do not 
know with any specificity what programs 
it effects, and I remain unpersuaded that 
the overall expenditure levels adequately 
reflect the reality of the pressing needs 
we confront as a nation. 

In the light of what I would consider 
to be laudable restraint, I also have a dif
ficult time accepting the decision of the 
Senate to make massive increases in our 
spending for defense. I recognize there is 
need for additional efforts in the defense 
area. That is why I supported the modest 
increase proposed by Senator ExoN. I 
think a case can be made for the larger 
increases supported by Senator HoL
LINGs-but that case must not be con
sidered in isolation from the social policy 
decisions made on the Senate floor and 
the economic restraint decisions made 
within the Budget Committee. If the 
appeal for increased spending on military 
needs is subjected to the same rigorous 
examination given to social needs, then 
one would expect that the larger in
creases would have been rejected. They 
were not. 

While I might support such large in
creases in theory-! cannot support them 
when balancing them against reductions 
in other areas and in the context of the 
other decisions we have made in the past 
3 days. 

Mr. President, I can not support the 
second budget resolution because I do not 
think it reflected, when it came from the 
committee, an adequate balancing of our 
needs for economic restraint and our 
needs to make progress toward meeting 
serious national needs. I can not support 
the resolution as it has emerged from 
the floor debate because I do not believe 
it reflects a balanced response to the rel
ative claims that social and military 
needs are entitled to make on our in
creasingly scarce resources. 

Reluctantly, and with great respect for 
the Senators who have fashioned this 
resolution, I must therefore vote against 
it.• 

The PRESIDING OFFICER. The ques
tion is on agreeing to the concurrent 
resolution, as amended. The yeas and 
nays have been ordered, and the clerk 
will call the roll. 

The assistant legislative clerk called 
the roll. 

Mr. STEVENS. I announce that the 
Senator from Arizona <Mr. GoLDWATER) 
is necessarily absent. 

I also announce that the Senator from 
Vermont <Mr. STAFFORD) is absent on 
official business. 

I further announce that, if present and 
voting, the Senator from Vermont (Mr. 
STAFFORD) would vote "yea." 
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The PRESIDING OFFICER. Are there 
other Senators who wish to vote? 

The result was announced-yeas 62, 
nays 36, as follows: 

[Rollcall Vote No. 300 Leg.] 

YEAS---62 

Baker Ford 
Baucus Glenn 
Bayh Gravel 
Bellmon Hart 
Bentsen Hayakawa 
Biden Hefiin 
Boren Heinz 
Boschwitz Hollings 
Bradley Huddleston 
Burdick JniQuye 
Byrd, Robert c . Jackson 
Cannon Javits 
Cha!ee Johnston 
Chiles Kassebaum 
Church Kennedy 
Cohen Long 
Culver Magnuson 
Domenici Mathias 
Durenberger Matsunaga 
Durkin Melcher 
Eagleton Morgan 

Armstrong 
Bumpers 
Byrd, 

Harry F., Jr. 
Cochran 
Cranston 
Donforth 
DeConcini 
Dole 
Ex on 
Garn 
H~tch 
Hatfield 

NAYS-36 
Helms 
H!lmphrey 
Jepsen 
La'<alt 
Leahy 
Levin 
Lugar 
McClure 
McGovern 
MetZJenbaum 
Nelson 
Pressler 
Proxmire 

Moynihan 
Muskie 
Nunn 
Packwood 
Pell 
Pcxcy 
Pryor 
Randolph 
Ribicoti 
Sarbarues 
Sasser 
Stennis 
Stevens 
Stewart 
Stone 
Talmadge 
Tower 
Tsongas 
Williams 
Young 

Riegle 
Roth 
Schmitt 
Schweiker 
Simpson 
Stevenson 
Thurmond 
Wallop 
Warner 
Weicker 
Zorinsky 

NOT VOTING-2 

Goldwater Stafford 

So the second concurrent resolution 
<S. Con. Res. 36) was agreed to. 

SECOND CONCURRENT BUDGET RESOLUTION 

FOR FISCAL YEAR 1980 

Mr. ROBERT C. BYRD. Mr. President, 
the Senate has just voted on final pas
sage of the second concurrent budget res
olution for fiscal year 1980, I would like 
to offer some concluding remarks. 

I would like to congratulate the dis
tinguished chairman of the Budget Com
mittee, Senator MusKIE, for his effective, 
balanced management of the resolution. 
His is the difficult and frequently thank
less task of pulling all of the threads of 
the spending and revenue process into 
one whole cloth. Once again, he has risen 
to the challenge and through his skill
full leadership has helped us shape a 
budget which enjoys the broad bipartisan 
support of the Senate. 

I would also like to thank the dis
tinguished ranking minority member, 
Senator BELLMON, for his hard work, for 
his able counsel, and his cooperation in 
reporting and defending a resolution 
which is responsible and balanced. 

This resolution contains reconciliation 
instructions to seven committees of the 
Senate. Reconciliation of this dimension 
has never before been a.ttempted and 
could not have been accomplished with
out the cooperation and goodwill dis
played both by the chairmen and mem
bers of the affected committees and the 
chairman and members of the Budget 
Committee. 

The budget process is fragile. It re
quires cooperation and accommodation 
in order to work. It requires agreement 
on a common goal to which differences 

of opinion over budgetary priorities or 
mechanics must be subordinated. 

The ability of the committees affected 
by reconciliation to reach an accommo
dation with the Budget Committee lead
ership demonstrates the Senate's sup
port of the common goal of fiscal re
straint. 

Mr. President, on March 26 of this 
year, during consideration of the public 
debt limit bill, the Senate took a decisive 
step toward balancing the Federal 
budget. By supporting the Long amend
ment, the Senate instructed the Budget 
Committee to report a budget that was 
in balance for fiscal years 1981 and 1982. 

Balancing the Federal budget for fiscal 
year 1981 requires adoption of a tight, 
lean budget for fiscal year 1980. It means 
holding the line on spending, holding the 
line on tax cuts, and aggressively mov
ing this year toward a budget which can 
be balanced next year. The Budget Com
mittee has reported and ably defended 
such a budget. 

While not losing sight of the goal of 
fiscal restraint, the Senate, by supporting 
a 3 percent increase in defense spending 
in fiscal year 1980 and 5-percent increase 
in fiscal year 1981 and fiscal year 1982, 
has demonstrated its determination to 
maintain peace through strength. In 
weighing our priorities we have chosen 
to increase defense spending. I believe it 
is a choice which history will record as 
prudent. 

Mr. BAKER. Mr. President, with the 
passage of the second concurrent budget 
resolution, the U.S. Senate has signaled 
its willingness and determination to ad
dress the pressing needs of this country 
in a fiscally responsible fashicn. This 
has not been an easy task. The effort in
volved the articulation of critical issues, 
required difficult choices and thoughtful 
accommodation. 

I commend the persuasive and tireless 
leadership of Senators MusKIE and BELL
MON of the Senate Budget Committee, 
who have labored so diligently to insure 
that this body lives up to its self-imposed 
spending limitations-and while speak
ing of reconciliation, express my acclaim 
and gratitude, as well, to the chairman 
and ranking member of the Appropria
tions Committee, Senators MAGNUSON 
and YoUNG, and the Finance Committee, 
Senators LoNG and DoLE, for their indus
try and ability in negotiating a means to 
accommodate reconciliation. 

I extend my thanks to Senator BILL 
ROTH and Senator JACK DANFORTH, WhO 
although unsuccessful, articulated once 
again so well the tax cut issue in the 
course of this debate. I applaud the lead
ership effort of Senator HoLLINGS, Sena
tor NUNN, Senator TOWER, Senator PACK
WOOD, and others in focusing our atten
tion upon recognizing and responding to 
the imperative defense requirements of 
this country. 

And finally, I express my appreciation 
to the assistant minority leader, Senator 
TED STEVENS, for his thoughtful, helpful 
service on the ad hoc committee that 
considered this measure on our side of 
the aisle, and, of course, to the distin
guished majority leader for his ever pre
sent leadership in steering this matter 

forward in his usual timely and orderly 
fashion. 

Mr. President, the second concurrent 
budget resolution, reflecting austerity, 
commitment, and compassion, is a legis
lative effort in which the U.S. Senate 
can and should take pride. 

Mr. MUSKIE. Mr. President, I wish to 
take this opportunity to express my grat
itude to the distinguished Senator from 
Oklahoma, my ranking Member and 
good friend, HENRY BELLMON. His support 
and cooperation during the years we 
have worked together on the budget 
process have been invaluable in making 
it a viable, bipartisan institution. Espe
cially during the negotiations on this 
second budget resolution his wise coun
sel has been very helpful in resolving 
a difficult situation. 

Mr. President, I also want to thank 
Senator BYRD, our distinguished ma
jority leader for his cooperation and 
steadfast support. As the father of the 
Budget Act, he knows better than any
one the importance of preserving the 
integrity of the budget process. With 
his help we were able to fashion a rea
sonable compromise which eventually 
gained the support of 90 Members of 
the Senate. This vote is a tribute to his 
responsible leadership and support of the 
budget process for which I am truly 
grateful. 

Mr. President, I also wish to express my 
sincere appreciation to the staff of the 
Budget Committee and CBO for their 
work on the budget resolution. 

We have come to expect the highest 
quality of work from them and they have 
always met, and even exceeded our expec
tations. I especially wish to thank the 
majority staff director John McEvoy 
and his minority counterpart, Bob Boyd, 
for their ability to coordinate and imple
ment a very effective staff effort on this 
resolution. Our press secretary, Jim Con
roy is to be commended for his extraor
dinary efforts in getting the message in 
this resolution to the public. 

I also want to thank Sid Brown-whom 
all have come to respect as the best 
numbers man on Caoitol Hill. Jim Capra 
of CBO was also an -essential part of our 
multiyear budget effort. 

Finally, I want to thank Karen Wil
liams, our chief counsel, and her staff 
for their invaluable counsel and legal 
advice. Susan Lepper, our chief econo
mist, and our staff group leaders, George 
Merrill, John Tillson, Brenda Tremper, 
and Porter Wheeler all performed with 
skill and dedication. The administrative 
and support staff are also to be com
mended for their hours of work in sup
port of this budget resolution. 

Mr. BELLMON. Mr. President, I want 
to take this opportunity to thank the 
Budget Committee staff for their fine 
efforts. I want particularly to thank Bob 
Boyd, our minority staff director, who 
has always attempted to ensure that 
Senators on our side get the informa
tion and staff support they need. 

I also want to thank Bob Fulton, Gail 
Shelp, Carol Cox, Becky Davies, Bob 
Helm, Tom Sullivan, Joyce Purcell, Jill 
Wissler, Susan Petrick, Mark Bohseine, 
B. J. Samuels, and James Moore. These 
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people put in long hours and and a lot of 
hard work every time we bring a resolu
tion to the floor. 

This year, with reconciliation being 
implemented for the first time, their task 
was made even more demanding, and 
they responded admirably. 

Finally, I want to thank John McEvoy, 
Sid Brown, Karen Williams, and Susan 
Lepper, together with all the other 
members of the majority staff. We have 
come to expect their cooperation and 
willingness to assist us overtime; but it 
is appreciated no less because we know 
we can expect it. 

Finally, I want to thank the other 
members of the committee. We do not 
always agree; but everyone has worked 
hard on this resolution, and I am pleased 
of the outcome. We have decided for the 
first time, to hold the line on spending, 
even though it required reconciliation. 
Even with the increases for defense, we 
are still on track to a balanced budget in 
fiscal year 1981. I believe this is the right 
track and I am happy the Senate has de
cided to stay with it. 

PANAMA CANAL ACT OF 1979-CON
FERENCE REPORT 

The PRESIDING OFFICER. Under 
the previous order, the Senate will now 
proceed to the consideration of the con
ference report on H.R. 111, which the 
clerk will state by title. 

The assistant legislative clerk read as 
follows: 

The committee of conference on the dis
agreeing votes of the two Houses on the 
amendment of the Senate to the bill (H.R. 
111) to enable the United States to maintain 
American security and interests respecting 
the Panama Canal, for the duration of the 
Panama Canal Treaty of 1977, having met, 
after full and free conference, have agreed to 
recommend and do recommend to their re
spective Houses this report, signed by a ma
jority of the conferees. 

The PRESIDING OFFICER. Without 
objection, the Senate will proceed to the 
consideration of the conference report. 

<The conference report is printed in 
the House proceedings of the RECORD of 
September 17, 1979.) 

ORDER OF BUSINESS 

Mr. ROBERT C. BYRD. Mr. President, 
does the Chair recognize me? 

The PRESIDING OFFICER. The 
Senator from West Virginia. 

Mr. ROBER'..:' C. BYRD. I yield to the 
Senator from Mississippi (Mr. STENNIS). 

Mr. STENNIS. Mr. President, this will 
not take but a minute, but in order that 
we may start conferences on the military 
authorization bill tomorrow, we should 
proceed to it. The papers are at the desk. 
This has been cleared by all groups, Mr. 
President, and I have been told that the 
papers on this are at the desk, it isS. 428. 

DEPARTMENT OF DEFENSE 
AUTHORIZATIONS, 1980 

Mr. STENNIS. Mr. President, I ask 
that the Chair lay before the Senate a 
message from the House of Representa-
tives on S. 428. 

The PRESIDING OFFICER laid be
fore the Senate the following message 
from the House of Representatives: 

Resolved, That the bill from the Senate 
(S. 428) entitled ··An Act to authorize appro
priations for fiscal year 1980 for procurement 
of aircraft, missiles, naval vessels, tracked 
combat vehicles, torpedoes, and other weap
ons and for research, development, test, and 
evaluation for the Armed Forces, to prescribe 
the authorized personnel strength for each 
active duty component and the Selected Re
serve of each Reserve component of the 
Armed Forces and for civilian personnel of 
the Department of Defense , to authorize the 
military training student loads, to author
ize appropriations for civil defense, and for 
other purposes", do pass with the follow
ing amendments: 

Strike out all after the enacting clause, 
and insert: That this Act may be cited as 
the "Department of Defense Authorization 
Act, Fiscal Year 1980". 

TITLE I-PROCUREMENT 
SEc. 101. Funds are hereby authorized to 

be appropriated for fiscal year 1980 for the 
use of the Armed Forces of the United States 
for procurement of aircraft, missiles, naval 
vessels, tracked combat vehicles, torpedoes, 
and other weapons, as authorized by law, in 
amounts as follows: 

AIRCRAFT 

For aircraft: for the Army, $1,049,400,000; 
for the Navy and the Marine Corps, $1,670,-
004,000; for the Air Force, $7,816,190,000. 

MISSILES 

For missiles: for the Army, $944,800,000; 
for the Navy, $1,605 ,600,000; for the Marine 
Corps, $20,500,000; for the Air Force $2,268,-
800,000. 

NAVAL VESSELS 

For naval vessels: for the Navy, $6,790,-
400,000. 

TRACKED COMBAT VEHICLES 

For tracked combat vehicles: for the Army, 
$1,797,200,000; for the Marine Corps, $13,-
000,000. 

TORPEDOES 

For torpedoes and related support equip
ment: for the Navy, $267,200,000. 

OTHER WEAPONS 

For other weapons: for the Army, $196,-
400,000; for the Navy, $158,000,000; for the 
Marine Corps, $18,700,000. 

RESTRICTION ON OBLIGATION OF AIRCRAFT 

MODIFICATION FUNDS 

SEc. 102. Of the amounts authorized to be 
appropriated under section 101 for the pro
curement of aircraft-

(!) $454,700,000 of the amount authorized 
to be appropriated for the Army; 

(2) $681,400,000 of the amount authorized 
to be appropriated for the Navy and the 
Marine Corps; and 

(3) $1,495,100,000 of the amount author
ized to be appropriated for the Air Force; 
shall be available only for aircraft modifica
tion, and none of the sums specified in 
clauses (1), (2), and (3) may be obligated 
or expended for any other purpose. 

REPORT ON B-52 MODIFICATION PROGRAM 

SEc. 103. Of the amount authorized to be 
appropriated under section 101 for procure
ment of aircraft for the Air Force, $431 ,-
900,000 is authorized for the procurement of 
avionics and cruise missile integration for 
the B-52 modification program subject to the 
condition that the Secretary of Defense pro
vide to the Congress at the earliest possible 
date, and not later than September 30, 1979, 
a report on-

(1) all uncertainties in the effectiveness of 
the B-52 as a cruise missile carrier over the 
next decade, including any degradation of 

defense penetration capabilities of the B-52 
which could result from po.::sible air defense 
advances by the Soviet Union; and 

(2) the requirement for maintaining the 
defense penetration capability of the B-52 
and the options available during the next 
decade to maintain such capability. 
AUTHORIZATION OF APPROPRIATIONS FOR NORTH 

ATLANTIC TREATY ORGANIZATION AIRBORNE 

EARLY WARNING AND CONTROL SYSTEM 

SEc. 104. There is authorized to be appro
priated for fiScal year 1980 $250,200,000 for 
contribution by the United States as its 
share of the cost for such fiscal year of the 
acquisition by the North Atlantic Treaty Or
ganization of the Airborne Early Warning 
and Control System, as such system is speci
fied in the Multilateral Memorandum of Un
derstanding Between North Atlantic Treaty 
Organization (NATO) Ministers of Defence 
on the NATO E-3A Cooperative Programme, 
signed by the Secretary of Defense on De
cember 6, 1978. 
CERTAIN AUTHORITY PROVIDED SECRETARY OF DE

FENSE IN CONNECTION WITH THE NORTH AT

LANTIC TREATY ORGANIZATION AIRBORNE EARLY 

WARNING AND CONTROL SYSTEM PROGRAM 

SEc. 105. (a) During fiscal year 1980, the 
Secretary of Defense, in carrying out the 
Multilateral Memorandum of Understanding 
Between the North Atlantic Treaty Organi
zation (NATO ) Ministers of Defence on the 
NATO E-3A Cooperative Programme, signed 
by the Secretary of Defense on December 6, 
1978, may-

( 1) waive reimbursement for the cost of 
work performed by personnel other than 
personnel employed in the United States 
Air Force Airborne Warning and Control Sys
tem (AWACS) program office for-

(A) auditing; 
(B) quality assurance; 
(C) codification; 
(D) inspection; 
(E) contract administration; 
(F) acceptance testing; 
(G) certification services; and 
(H) planning, programming, and manage

ment services; 
(2) waive any surcharge for administra

tive services otherwise chargeable; and 
(3) in connection with the NATO E-3A 

Cooperative Programme for fiscal year 1980, 
assume contingent liability for-

(A) identifiable taxes, customs duties, and 
other charges levied within the United States 
on the program; and 

(B) the unfunded termination liability of 
the United States to any contractor whose 
contract is terminated. 

(b) Authority under this section to enter 
into contracts shall be effective for any fiscal 
year only to such extent or in such amounts 
as are provided in appropriation Acts. 

AUTHORIZATION OF REAPPROPRIATION 

SEc. 106. There is authorized to be reappro
priated for fiscal year 1980 for an additional 
SSN- 688 nuclear attack submarine $55,000,-
000 of unobligated funds previously appro
priated for the DDG-2 destroyer moderniza
tion program. 

TITLE II-RESEARCH, DEVELOPMENT, 
TEST, AND EVALUATION 

SEc. 201. Funds are hereby authorized to 
be appropriated for fiscal year 1980 for the 
use of the Armed Forces of the United States 
for research, development, test, and evalua
tion, as authorized by law, in amounts as 
follows: 

For the Army, $2,772,422,000, of which 
$3,000,000 is authorized only for the per
formance and completion of a feasibili-t-y 
demonstration of launching Heliborne Mis
siles (HELLFIRE) , from UH-60 helicopters. 

For the Navy (including the Marine Corps), 
$4,569,544,000, of which (1) $180,000,000 is 
authorized only for the full-scale engineer-
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ing development of the Marine Corps Harrier 
AV8-B aircraft, (2) $100,000,000 is authorized 
only for the continued research, develop
ment, test, and evaluation of the 3,000-ton 
prototype Surface Effect Ship (SES), _(3) 
$32,000,000 is authorized only for the pllot 
production, shipboard installation, test, and 
evaluation of the MK-71 Major Caliber Light
weight Gun, (4) $30,844,000 is authorized 
only for joint Navy/Air Force full-scale en
gineering development of the ~ir-to-Grou~d 
Standoff Missile system which 1s to be avall
able for production on or before December 
31, 1984, and (5) $13,197,000 is authorized 
only for joint Navy 1 Air Force development of 
a common electronic self-protection system 
for integration into, but not limited to, the 
Navy F-18 and Air Force F-16 aircraft. 

For the Air Force, $4,940,265,000, of which 
(1) $670,000,000 is authorized only for the 
concurrent full-scale engineering develop
ment of the missile basing mode known as 
the Multiple Protective Structures (MPS) 
system and the MX missile, as provided in 
section 202 of the Department of Defense 
Supplemental Appropriation Authorization 
Act, 1979 (Public Law 96-29), and (2) $30,-
000,000 is authorized only for the research, 
development, test, and evaluation required 
for competitive hardware demonstration of 
the Strategic Weapons Launcher and a deriv
ative of a military and/or commercial me
dium or intermediate-sized aircraft in order 
to establish the utility of these aircraft as 
cruise missile carriers not later than Septem
ber 30, 1981. 

For the Defense Agencies, $1,106,618,000, of 
which $42,500,000 is authorized for the ac
tivities of the Director of Test and Evalua
tion, Defense. 
REPORT ON NEW BASING MODE FOR INTERCON

TINENTAL BALLISTIC MISSILES 

SEc. 202. The Secretary of Defense shall 
submit to the Congress in writing, not later 
than March 1, 1980, a report evaluating in 
detail the ability of the basing mode for 
land-based intercontinental ballistic Illissiles 
known as the Multiple Protective Structure 
(MPS) system to survive foreseeable attempts 
by the Soviet Union to neutralize such 
system. 

TITLE III-ACTIVE FORCES 
SEc. 301. The Armed Forces are authorized 

strengths for active duty personnel as of 
September 30, 1980, as follows: 

(1) The Army, 780,337. 
(2) The Navy, 529,002. 
(3) The Marine Corps, 189,000. 
(4) The Air Force, 558,761. 

TITLE IV-RESERVE FORCES 
SEc. 401. (a) For fiscal year 1980, the 

Selected Reserve of the reserve components 
of the Armed Forces shall be programmed to 
attain average strengths of not less than the 
following: 

(1) The Army National Guard of the 
United States, 355,700. 

(2) The Army Reserve, 197,400. 
(3) The Naval Reserve, 87,000. 
(4) The Marine Corps Reserve, 33,600. 
(5) The Air National Guard of the United 

States, 92,500. 
(6) The Air Force Reserve, 57,300. 
(7) The Coast Guard Reserve, 11,700. 
(b) Within the average strengths pre

scribed by subsection (a), the reserve com
ponents of the Armed Forces are authorized, 
as of September 30, 1980, the following num
ber of Reserves to be serving on full-time 
active duty for the purpose of organizing, 
administering, recruiting, instructing, and 
training the reserve components. 

(1) The Army National Guard of the 
United States, 6,244. 

(2) The Army Reserve, 4,288. 
(3) The Naval Reserve , 207. 
(4) The Marine Corps Reserve, 67. 
(5) The Air National Guard of the United 

States, 1,560. 

(6) The Air Force Reserve, 681. 
(c) The average strength prescribed by 

subsection (a) for the Selected Reserve of 
any reserve component shall be proportion
ately reduced by (1) the total authorized 
strength of units organized to serve as units 
of the Selected Reserve of such component 
which are on active duty (other than for 
training) at any time during the fiscal year, 
and (2) the total number of individual mem
bers not in units organized to serve as units 
of the Selected Reserve of such component 
who are on active duty (other than for train
ing or for unsatisfactory participating in 
training) without their consent at any time 
during the fiscal year. Whenever such units 
or such individual members are released from 
active duty during any fiscal year, the aver
age strength prescribed for such fiscal year 
for the Selected Reserve of such reserve com
ponent shall be proportionately increased by 
the total authorized strength of such units 
and by the total number of individual 
members. 
AMENDMENTS TO SELECTED RESERVE EDUCATIONAL 

ASSISTANCE PROGRAM 

SEc. 402. (a) Section 2131 (b) (1) of title 
10, United States Code, is amended by strik
ing out "50 percent" and inserting in lieu 
thereof "100 percent". 

(b) Section 2133(b) of such title is 
amended to read as follows: 

"(b) (1) A member who fails to participate 
satisfactorily in training with his unit, if he 
is a member of a unit, during a term of en
listment for which the member entered into 
an agreement under section 2132(a) (4) of 
this title shall refund an amount c::Jmputed 
under paragraph (2) unless the failure to 
participate in training was due to reasons 
beyond the control of the member. Any re
fund by a member under this section ::hall 
not affect the period of obligation of such 
member to serve as a Reserve. 

"(2) The amount of any refund under 
paragraph (1) shall be the am::Junt equal to 
the product of-

" (A) the number of months of obligated 
service remaining during that term of en
listment divided by the total number of 
months of obligated service of that term of 
enlistment; and 

"(B) the total amount of educational as
sistance provided to the member under sec
tion 2131 of this title.". 

(c) The amendments made by this section 
shall apply only to individuals enlisting in 
the Reserves after September 30, 1979. 
DISCRETIONARY AUTHORITY OF SECRETARY CON-

CERNED TO RETAIN CERTAIN RESERVE OFFICERS 

ON ACTIVE DUTY UNTIL AGE 60 

SEc. 403. (a) Section 3855 of title 10, United 
States Code, is amended by inserting "Vet
erinary Corps," after "Dental Corps,". 

(b) Section 8855 of such title is amended 
by inserting "veterinary officer," after "dental 
officer,''. 

TITLE V-CIVILIAN PERSONNEL 
SEc. 501. (a) The Department of Defense 

is authorized a strength in civilian personnel, 
as of September 30, 1980, of 986,292. 

(b) The strength for civilian pers:mnel 
prescribed in subsection (a) shall be appor
tioned among the Department of the Army, 
the Department of the Navy (including the 
Marine Corps), the Department of the Air 
Force, and the agencies of the Department of 
Defense (other than the military depart
ments) in such numbers as the Secretary of 
Defen::e shall prescribe. The Secretary of De
fense shall report to the Congress within 
sixty days after the date of the enactment of 
this Act on the manner in which the initial 
aUocation of civilian personnel is made 
among the military departments and the 
agencies of the Department of Defense (other 
than the military departments) and shall 
include the rationale for each allocation. 

(c) In computing the strength for civilian 

personnel, there shall be included all direct
hire and indirect-hire civilian personnel em
ployed to perform military functions admin
istered by the Department of Deferue (other 
than those performed by the National Se
curity Agency) whether employed on a full
time, part-time, cr intermittent basis, but 
excluding special employment categories for 
students and disadvantaged youth such as 
the stay-in-school campaign, the temporary 
summer aid program and the Federal junior 
fellow::hip program, and personnel partici
pating in the worker-trainee opportunity 
program. Whenever a function, power, or 
duty, or activity is transferred or assigned to 
a department or agency of the Department 
of Defense from a department or agency out
side of the Department of Defense, or from 
another department or agency within the 
Department of Defense, the civilian person
nel end strength authorized for such de
partments or agencies of the Department of 
Defense affected shall be adjusted to reflect 
any increases or decreases in civilian per
sonnel required as a result of such transfer 
or assignment. 

(d) When the Secretary of Defense deter
mines that such action is necessary in the 
national interest, he may authorize the em
ployment of civilian personnel in excess of 
the number authorized by subsection (a), 
but such additional number may not exceed 
1 Y-1 percent of the total number of civilian 
personnel auth::rized for the Department of 
Defense by ::ubsection (a). The Secretary of 
Defense shall promptly notify the Congress 
of any authorization to increase civilian per
sonnel strength under the authority of this 
subsection. 

TITLE VI-MILITARY TRAINING STUDENT 
LOADS 

SEc. 601. (a) For fiscal year 1980, the com
ponents of the Armed Forces are authorized 
average military training student loads as 
follows: 

(1) The Army, 74,468. 
(2) The Navy, 61,913. 
(3) The Marine Corps, 22,618. 
(4) The Air Force, 43,249. 
(5) The Army National Guard of the 

United States, 14,616. 
(6) The Army Reserve, 6,328. 
(7) The Naval Reserve, 906. 
(8) The Marine Corps Reserve, 3,156. 
(9) The Air National Guard of the United 

States, 1,958. 
( 10) The Air Force Reserve, 1,276. 

TITLE VII-CIVIL DEFENSE 
SEc. 701. The Federal Civil Defense Act o! 

1950 (50 U.S.C. App. 2251 through 2297), is 
amended-

( 1) by adding after title IV the following 
new title: 

"TITLE V-ENHANCED PROGRAM FOR THE 
1980's 

"FINDINGS AND DETERMINATIONS 

"SEc. 501. (a) The Congress finds that-
" ( 1) a program providing for relocating 

the population of the larger United States 
cities, and other risk areas, during a period 
of strategic warning resulting from an inter
national crisis can be effective and cost less 
than alternative programs; 

"(2) the present civil defense program is 
inadequate; 

"(3) a new civil defense program can be 
developed immediately which, with only a 
modest increase in resource allocation, can 
enhance the civil defense capability of the 
United States. 

" (b) The Congress determines that a new 
civil defense program should be imple
mented-

" ( 1) to enhance the survivability of the 
American people and its leadership in the 
event of nuclear war and thereby to improve 
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the basis for eventual recovery and to reduce 
the vulnerability to a major attack; 

"(2) to enhance deterrence and stability, 
to contribute to perceptions of the overall 
strategic balance and crisis stabil~ty, and to 
reduce the possibility that the un:ted Sta~es 
could be coerced by an enemy in times of m
creased tension; 

" ( 3) to not suggest any change in the 
United States policy of relying on strategic 
nuclear forces as the preponderant factor in 
maintaining deterrence; and . 

"(4 ) to include planning for populatiOn 
relocation during times of international 
crisis which are adaptable to deal with natu
ral disasters and other peacetime emer
gencies. 

" PROGRAM ELEMENTS 

"SEc. 502 . To carry out section 501, the 
President shall develop and implement a civil 
defense program which includes-

"(!) a survey of the shelter inherent in 
existing facillties; 

"(2) nuclear civil protection planning !or 
both inplace protection and population ~elo
cation, during times of international cnses; 

" ( 3) planning for the development of ad
ditional crisis shelter, of capabillties for shel
ter management, of the marking and stock
ing of shelters, and of ventilation kits for 
shelters; 

"(4) the development of emergency evac
uation plans in areas where nuclear power
plants are located; 

"(5) the improvement of warning systems; 
"(6) the improvement of systems and 

capabilities for the direction and control of 
emergency operations by civil governme.r:ts 
at all levels, including development of a dls
tributed survivable network of emergency 
operating centers; 

"(7) the improvement of radiological de-
fense capabilities; 

"(8) the improvement of emergency pub
lic information and training programs and 
capabill ties; 

"(9) research and development; and 
"(10) the development of such other sys

tems and capabilities as are necessary to 
realize the maximum lifesaving potential ()f 
the civll defense program. 

" ADMINISTRATIVE PROVISIONS 

"SEc. 503. The powers contained in titles 
II and IV of this Act shall be used in de..velop
ing and implementing section 502."; and 

(2) by adding at the end of the table of 
contents the following: 
"TITLE V-ENHANCED PROGRAM FOR THE 1980'S 

"Sec. 501. Findings and determinations. 
"Sec. 502. Program elements. 
"Sec. 503. Administrative provisions.". 

AUTHORIZATION OF APPROPRIATIONS 

SEC. 702. There are authorized to be ap
propriated for the purpose of carrying out the 
provisions of the Federal Civll Defense Act 
of 1950, in 1979 dollars, the sums of $138,-
000,000 for the fiscal year ending September 
30, 1980, $145,900,000 for the fiscal year end
ing September 30, 1981, $180,000,000 for the 
fiscal yea.r ending September 30, 1982, $243,-
000,000 for the fiscal year ending September 
30, 1983, and $283,000,000 for the fiscal ye~r 
ending September 30, 1984. The sums speci
fied in this section shall be adjusted by the 
inflation factor used by the Office of Man
agement and Budget in preparing budget es
timates submitted to the Congress, so that 
the actual sum authorized for each fiscal year 
shall reflect then current dollars. 
ELIMINATION OF CERTAIN LIMITATIONS ON CIVIL 

DEFENSE APPROPRIATIONS 

SEc. 703. Section 408 of the Federal Civil 
Defense Act of 1950 (50 U.S.C. App. 2260) 
is amended to read as follows: 

"APPROPRIATIONS AND TRANSFER OF FUNDS 

"SEc. 408. (a) No funds may be appropri
ated for any fiscal year for the purpose of 
carrying out the provisions of this Act un-

less such funds have been authorized for such 
purpose by legislation enacted after July 14, 
1976. 

"(b) Funds made available for the pur
poses of this Act may be allocated or trans
ferred for any of the purposes of this Act, 
with the approval of the Director of the Of
fice of Management and Budget, to any 
agency or government corporation designated 
to assist in carrying out this Act. Any alloca
tion or transfer of funds under the preceding 
sentence shall be reported in full detail to 
the Congress within thirty days after such 
allocation or transfer.". 

TITLE VIII-GENERAL PROVISIONS 
WAIVER OF APPLICABILITY OF OFFICE OF MAN

AGEMENT AND BUDGET CIRCULAR A-76 TO 

CONTRACTING OUT OF CERTAIN RESEARCH AND 

DEVELOPMENT ACTIVITIES 

SEc. 801. (a) Except as provided in sub
section (b), neither the implementing in
structions for , nor the provisions of, Office 
of Management and Budget Circular A-76 
(issued on August 30, 1967, and reissued on 
October 18, 1976, June 13, 1977, and March 
29, 1979) shall control or be used for policy 
guidance for the obligation or expenoiture 
of any fun:Is which under section 138(a) (2) 
of title 10, United States Code, are required 
to be specifically authorized by law. 

(b) Funds which under section 138(a) (2) 
of title 10, United States Code, are required 
to be specifically authorized by law may be 
obligated or expended for operation or sup
port of installations or equipment used for 
research and development (including main
tenance support of laboratories, operation 
and maintenance of test ranges , and mainte
nance of test aircraft and ships) in com
pliance with the implementing instructions 
for and the provisions of such Office of Man
agement and Budget Circular. 

(c) No law enacted after the date of the 
enactment of this Act shall be held, con
sidered, or construed as amending, super
seding, or otherwise modifying any provision 
of this section unless such law does so by 
specifically and explicitly amending, repeal
ing, or superseding this section. 
AMENDMENTS RELATING TO THE UNIFORMED 

SERVICES UNIVERSITY OF THE HEALTH SCI

ENCES 

SEC. 802. (a) Section 2112(b) of title 10, 
United States Code, is amended by adding 
at the end thereof the following new sen
tence: "In so prescribing the number of per
sons to be graduated from the University, 
the Secretary of Defense shall , upon recom
mendation of the Board of Regents, institute 
actions nece~sary to ensure the maxim urn 
number of first-year enrollments in the Uni
versity consistent with the academic capac
ity of the University and the needs of the 
uniformed services for medical personnel.". 

(b) Section 2114(b) of such title is 
amended by striking out " uniform" in the 
first sentence of such section and inserting 
in lieu thereof "uniformed". 

(c) ( 1) The first two sentences of section 
2115 of such title are amended to read as 
follows: "The Secretary of Defen~e may 
allow not more than 20 percent of the grad
uates of each class at the University to per
form civilian Federal service for not less 
than seven years following the comuletion 
of their professional education in lieu of 
active duty in a uniformed service if the 
needs of the uniformed services do not re
quire that such graduates perform active 
duty in a uniformed service and as long 
as the Secretary of Defense does not re::all 
such persons to active duty in the uni
formed services. Such persons who execute 
an agreement in writing to perform such 
civilian Federal service may be released from 
active duty following the completion of 
their professional education.". 

( 2) The ~ection heading of such section 
is amended by striking out "electing" and 

"duty" and iruerting in lieu thereof "per
mitted" and "service", respectively. 

(3) The item related to section 2115 in 
the table of sections at the beginning of 
chapter 104 of such title is amended by 
striking out "electing" and "duty" and in
serting in lieu thereof "permitted" and 
"service", rest:ectively. 
SIX-YEAR SERVICE OBLIGATION FOR PERSONS EN

LISTING AFTER AGE 26 

SEc. 803. (a) Section 511 (d) of title 10, 
United States Code, is amended-

(1) by striking cut "who is under 26 years 
of age,"; and 

(2) by striking out the comma after "in an 
armed force". 

(b) Section 651 of such title is amended 
by striking out "before his twenty-sixth 
birthday". 

(c) The amendments made by this section 
shall apply only to individuals who become 
members of an armed force after the date of 
the enactment of this Act. 
AUTHORIZED STRENGTH IN RESERVE BRIGADIER 

GENERALS AND MAJOR GENERALS OF THE MA

RINE CORPS 

SEc. 804. Section 5458(a) of title 10, United 
States Code, is amended by adding at the 
end thereof the following new sentence: "An 
officer serving on active duty in the grade 
of brigadier general or major general and 
counted for the purposes of section 5443 (a) 
of this title shall not be counted for the 
purposes of this subsection.". 
RESTRICTION ON CONVERTING PERFORMANCE OF 

COMMERCIAL AND INDUSTRIAL TYPE FUNC

TIONS FROM DEPARTMENT OF DEFENSE PER

SONNEL TO PRIVATE CONTRACTORS 

SEc. 805. (a) No commercial or industrial 
type function of the Department of De
fense that on the date of the enactment of 
this Act is being performed by Depart
ment of Defense personnel may be con
verted to performance by a private con
tractor-

( 1) to circumvent any civilian personnel 
ceiling; and 

(2) unless the Secretary of Defense shall 
provide to the Congress in a timely manner-

( A) notification of any decision to study 
such commercial or industrial type function 
for possible performance by a private con
tractor, together with a certification that 
such function has been organized and staffed 
for the most efficient and cost effective in
house performance; 

(B) upon completing the study described 
in subparagraph (A) and before contracting 
for the performance of such function by a 
private contractor, a report showing-

(i) t!he economic impact on the local com
munity, and on individual employees affected, 
of contracting for performance of such func
tio:l; and 

(ii) the impact of contracting for per
formance of such function on the military 
mission of such function; and 

(C) after a decision is made to contract 
!or the performance of such function, a re
port of-

(i) the decision to convert the perform
ance of such function to performance by a 
private contractor; and 

(ii) the amount of the bid accepted for 
the performance of such function by the pri
vate contractor whose bid is accepted and 
the cost of performance of such function by 
Department of Defense personnel, together 
with all other costs and expenditures which 
the Government will incur because of the 
contract. 

(b) No funds may be obligated or expended 
for a contract for performance of a commer
cial or industrial type function with respect 
to which subsection (a) is applicable until 
the appropriate committees of the Congress 
have had 30 legislative days in which to re
view the decision to contract for performance 
of such !unction. 
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AMENDMENTS RELATING TO COMPENSATION OF 

HEALTH PROFESSIONALS 

SEc. 806. (a) Section 2121(d) of title 10, 
United States Code, relating to stipends for 
members of the Armed Forces Health Pro
fessions Scholarship program, is amended to 
read as follows: 

"(d) Except when serving on active duty 
pursuant to subsection (c), a member of the 
program Slhall be entitled to a stipend at the 
rate in effect under paragraph ( 1) (B) of 
section 751 (g) of the Public Health Service 
Act (42 U.S.C. 294t(g)) for students in the 
National Health Service Corps Scholarship 
program.". 

(b) Section 313(a) of title 37, United 
States Code, relating to special pay for medi
cal officers who execute active duty agree
ments, is amended-

(!) by striking out clause (4) and redes
ignating clauses (5) and (6) as clauses (4) 
and (5), respectively; and 

(2) by inserting after the first sentence 
of such subsection the following new sen
tence: "However, while serving an active 
duty obligation resulting from a medical ed
ucation program leading to appointment or 
designation as a medical officer, such an 
officer shall be paid $9.000 (rather than an 
amount determined under the preceding sen
tence) for each year of the active duty 
agreement.". 

(c) The amendments made by this section 
shall take effect on October 1, 1979. 
ADVANCE PAYMENT OF STATION HOUSING AL

LOWANCES FOR MEMBERS OF THE UNIFORMED 

SERVICES ASSIGNED OVERSEAS 

SEc. 807. (a) Section 405 of title 37, United 
States Code, relating to allowances for mem
bers on duty outside the United States or 
in Alaska or Hawaii, is amended by inserting 
after the third sentence in such section the 
following new sentence: "A station housing 
allowance prescribed under this section may 
be paid in advance.". 

(b) The amendment made by subsection 
(a) shall take effect on October 1, 1979. 

ANNUAL REPORT ON NORTH ATLANTIC TREATY 

ORGANIZATION READINESS 

SEc. 808. (a) Each year the Secretary of 
Defense shall assess, and make findings with 
respect to, the readiness status of the mili
tary forces of the North Atlantic Treaty Or
ganization and shall submit a reuort of such 
assessment and findings to the ·committees 
on Armed Services and on Appropriations of 
the Senate and House of Representatives on 
the same date that the President transmits 
to the Congress the Budget. The first such 
report shall be submitted on the date the 
Budget for fiscal year 1981 is transmitted. 

(b) The annual assessment by the Secre
tary of Defense under subsection (a) shall 
include the assessment and findings of the 
Secretary of Defense with respect to-

( 1) deficiencies in the readiness of the 
North Atlantic Treaty Organization (includ
ing an analysis of such deficiencies in each 
member nation of the North Atlantic Treaty 
Organization) with resuect to-

(A) war reserve stocks-; 
(B) command, control, and communica

tions systems (including the susceptibility 
of such systems to degradation by potential 
overt activities of the Warsaw Pact); 

(C) electronic warfare capabilities; 
(D) offensive and defensive chemical war

fare capabilities; 
(E) air defense capabilities (including 

ground and air systems and the integration 
of ground systems with air systems); 

(F) armor and antiarmor capabilities; 
(G) firepower capabilities; 
(H) forward deployed units and the prox

imity of such units to assigned general de
fensive positions; 

(I) the availability of ammunition; 
(J) the availability, responsiveness, and 

overall effectiveness of reserve forces; 

(K) airlift capabilities to meet reinforce
ment and resupply requirements; 

(L) the ability to protect, cross-service, 
and stage air assets from allied air fields; 

(M) the maritime force capabilities (in
cluding sealift, minelaying, and minesweep
ing capabilities); 

(N) logistical support arrangements in
cluding the availability of ports, air fields, 
transportation, and host nation support); 

(0) training (including the availability of 
the facilities and equipment needed to con
duct realistic operational exercises); and 

(P) the compatibility of operational doc-
trine and procedures among armed forces of 
the member nations; 

(2) planned corrections in the identified 
readiness deficiencies of the United States 
with respect to the North Atlantic Treaty 
Organization and that portion of the Budget 
transmitted to the Congress by the Presi
dent on the date such report is transmitted 
which is allocated for such corrections; and 

(3) commitments made by other member 
nations of the North Atlantic Treaty Orga
nization to correct readiness deficiencies of 
such nations (including any deficiencies of 
such nations in the items listed in paragraph 
( 1)) and an identification of particular im
provements to be made in readiness by weap
ons system, program, or activity. 
QUARTERLY SELECTED ACQUISITION REPORTS TO 

CONGRESS 

SEc. 809. Section 811(a) of the Depart
ment of Defense Appropriation Authoriza
tion Act, 1976 (Public Law 94-106; 89 Stat. 
539) is amended to read as follows: 

"(a) Beginning with the quarter ending 
December 31, 1979, the Secretary of Defense 
shall submit to the Congress quarterly writ
ten selected acquisition reports for those 
major defense systems which are estimated 
to require a total cumulative financing for 
research, development, test, and evaluation 
in excess of $75,000,000 or a cumulative pro
duction investment in excess of $300,000,000. 
The report for the quarter ending December 
31 of any fiscal year shall be submitted within 
20 days after the President transmits the 
Budget to Congress for the following fiscal 
year, and the other three reports for any 
fiscal year shall be submitted within 30 days 
after the end of the quarter. If preliminary 
reports are submitted, then final reports shall 
be submitted to the Congress within 15 days 
after the submission of the preliminary re
ports.". 
AUTHORIZATION OF APPROPRIATIONS FOR ASSIST

ANCE FOR 1980 OLYMPIC WINTER GAMES 

SEc. 810. There is authorized to be appro
priated to the Secretary of Defense for fiscal 
year 1980 an amount not to exceed $10,000,-
000 for the purpose of providing assistance 
for the 1980 Olympic winter games, as au
thorized by section 816(a) of the Department 
of Defense Appropriation Authorization Act, 
1979 (Public Law 95-485; 92 Stat. 1626). Ex
cept for funds used for pay and nontravel 
related allowances of members of the Armed 
Forces, no funds may be obligated or ex
pended for the purpose of carrying out such 
section unless specifically appropriated for 
such purpcse. The costs for pay and non
travel related allowances of members of the 
Armed Forces may not be charged to appro
priations made pursuant to this authoriza
tion. 
LIMITATION ON THE REDUCTION OF UNITED 

STATES FORCE LEVELS AT THE UNITED STATES 

NAVAL BASE AT GUANTANAMO BAY, CUBA 

SEc. 811. No funds authorized to be ap-
propriated by this Act may be used for the 
purpose of reducing the personnel, support, 
or equipment levels at any United States 
naval installation or facility at Guantanamo 
Bay, Cuba, or reducing military functions 
that are primarily supported from any such 
installation or facility. 

PRESIDENTIAL RECOMMENDATIONS FOR SELEC

TIVE SERVICE REFORM 

SEc. 812. (a) The President shall prepare 
and transmit to the Congress a plan for re
form of the existing law providing for regis
tration and induction of persons for train
ing and service in the Armed Forces. Such 
plan shall include recommendations with 
respect to-

( 1) the desirability and feasibility of re
suming registration under the Military Selec
tive Service Act as in existence on the date 
of the enactment of this Act; 

(2) the desirability and feasibility of 
establishing a method of automatically 
registering persons under the Miliary Selec
tive Service Act through a centralized, auto
mated system using school records and other 
existing records; 

(3) the desirability of the enactment of 
authority for the President to induct per
sons registered under such Act for training 
and service in the Armed Forces during any 
period with respect to which the President 
determines that such authority is required 
in the interest of the national defense; 

(4) whether women should be subject to 
registration under such Act and to induc
tion for training and service in the Armed 
Forces under such Act; 

( 5) the desirability and feasibility of pro
viding authority for the President to induct 
persons into the Individual Ready Reserve; 

( 6) whether persons registered under such 
Act should also be immediately classified and 
examined or whether classification and exam
ination of registrants should be subject to 
the discretion of the President; 

(7) such changes in the organization and 
operation of the Selective Service System as 
the President determines are necessary to 
enable the Selective Service System to meet 
the personnel requirements of the Armed 
Forces during a mobilization in a more ef
ficient and expeditious manner than is 
presently pcssible: 

(8) the desirabillty, in the interest of pre
serving discipline and morale in the Armed 
Forces, of establishing a national youth 
service program permitting volunteer work, 
for either public or private public service 
agencies, as an alternative to military 
service; 

(9) such other changes in existing law re
lating to registration, classification, selec
tion, and induction as the President con
siders appropriate; and 

(10) other possible procedures that could 
be established to enable the Armed Forces 
to meet their personnel requirements. 

(b) The President shall transmit with the 
plan required by subsection (a) proposals 
for such legislation as may be necessary to 
implement the plan and to revise and mod
ernize the Military Selective Service Act. 

(c) The plan required by subsection (a), 
together with the proposed legislation re
quired by subsection (b), shall be transmitted 
to the Congress not later than January 15, 
1980, or the end of the three-month period 
beginning on the date of the enactment of 
this Act, whichever is later. 
PRESERVATION OF SELECTIVE SERVICE SYSTEM 

AS AN INDEPENDENT AGENCY 

SEc. 813. Section 1 of the Military Selective 
Service Act (50 U.S.C. App. 451) is amended 
by adding at the end thereof the following 
new subsection: 

"(f) The Congress further declares that 
the Selective Service System should remain 
administratively independent of any other 
agency, including the Department of De
fense.". 

STUDY OF TITAN II MISSILE SYSTEMS 

SEc. 814. The Secretary of the Air Force 
shall conduct an investigation of Titan II 
missile systems located within the United 
States to assess the physical condition of 
those facilities and components thereof as 
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well as relevant maintenance procedures. Not 
later than 180 days aft er enact ment of this 
Act, the findings of that invest igation along 
with recommendations for any needed physi
cal or procedural improvements to protect 
the public safety, including the safety of mil
itary personnel assigned to those systems, 
shall be reported to the House and Senate 
Committees on Armed Services and each 
Member of the Congress representing the 
States in which such systems are sited. 
TECHNICAL AMENDMENTS TO TITLES 5 AND 10, 

UNITED STATES CODE, TO REFLECT CHANGES 

MADE BY THE DEPARTMENT OF DEFENSE RE

ORGANIZATION ORDER OF MARCH 7 , 19 7 8 

SEc. 815 . (a) Section 136 (a ) of title 10, 
United States Code, relating to the Assistant 
Secretaries of Defense, is amended by strik
ing out "nine" and inserting in lieu thereof 
"seven". 

(b) Section 3013 of such ti tie, relating to 
the Under Secretary and Assist ant Secretar
ies of the Army, is amended by striking out 
"five" and inserting in lieu thereof "four". 

(c) Section 5034(a) of such tit le , relating 
to the Assistant Secretaries of the Navy, is 
amended by striking out "four" and insert
ing in lieu thereof "three". 

(d) Section 8013 of such title , relating to 
the Under Secretary and Assist ant Secretaries 
of the Air Force, is amended by striking out 
"four" and inserting in lieu thereof " three". 

(e) (1) Paragraphs (13) , (14) , (15), and 
(16) of section 5315 of title 5, United States 
Code, relating to positions at level IV of 
the Executive Schedule, are amended to read 
as follows: 

"(13) Assistant Secretaries of Defense (7 ). 
" ( 14) Assistant Secretaries of the Air Force 

( 3) . 
"(15) Assistant Secret aries of the Army (4). 
" ( 16) Assistant Secretaries of the Navy 

(3) .". 
(2) Paragraph (96) of section 5316 of such 

title , relating to positions at level V of the 
Executive Schedule, is amended to read as 
follows: 

" (96) Deputy Under Secretaries of Defense 
for Research and Engineering, Department of 
Defense (4) ." . 

CORRECTION OF ERRONEOUS SECTION DESIG

NATION 

SEc. 816. (a) The last section in chapter 
49 of title 10, Unit ed St ates Code , relating to 
military unions (as added by Public Law 
95- 610; 92 Stat. 3085) , is redesignated as 
section 976. 

(b) The item relating to such section in 
the table of sections at the beginning of such 
chapter is amended by striking out "975" and 
inserting in lieu thereof "976". 
OVERSEAS TRAVEL AND TRANSPORTATION ALLOW

ANCES FOR DEPENDENTS OF JUNIOR ENLISTED 

MEMBERS 

SEC. 817. (a) Section 406(c) of title 37, 
United States Code , is amended by inserting 
after the first sentence t he following new 
sentence : "Notwithstanding clause (2) of 
the preceding sentence, in prescribing condi
tions and limitations on allowances and 
transportation authorized b y subsection (a) 
of this section for travel and trans
'portation of dependents to or from any 
place outside the United States, the Secre
taries concerned may not differentiate among 
members (or dependents of members) en the 
basis of a member's grade, rank, rating, or 
years of service .". 

(b) The amendment made by subsection 
(a) shall take effect on October 1, 1979. 
PURCHASES OF GASOHOL AS A FUEL FOR MOTOR 

VEHICLES 

SEc. 818. To the maximum extent feasible 
and consist ent with overall defense needs and 
sound vehicle management pract ices, as de
termined by the Secret ary of Defense, the 
Depart ment of Defens e is a u t horized and 
directed to enter into contracts by com
petitive bid , subject to appropriat ions, for 

the purchase of domestically produced alco
hol or alcohol-gasoline blends containing at 
least 10 percent domestically pr~duced alco
hol for use in motor vehicles owned or 
operated by the Department. 
EXTENSION OF PERIOD FOR CERTAIN RESERVISTS 

TO ELECT COVERAGE UNDER SURVIVOR BENEFIT 

PLAN 

SEc. 819. Section 208 of the Uniformed 
Services Survivors' Benefits Amendments of 
1978 (Public Law 95-397; 10 U.S.C. 1447 note) 
is amended-

( 1) by striking out "the end of the nine
month period beginning on the effectve date 
of thi::; title" and inserting in lieu thereof 
"January 1, 1980"; and 

(2) by striking out "at the end of the one
year period beginning on the effective date 
of this title" and inserting in lieu thereof "on 
March 31, 1980". 
EXTENSION OF PERIOD FOR REDUCTION IN NUM

BER OF SENIOR-GRADE CIVILIAN EMPLOYEES 

OF DEPARTMENT OF DEFENSE 

SEc. 820. Paragraphs (1) and (2) of section 
811 (a) of the Department of Defense Appro
priations Authorization Act, 1978 (10 U.S.C. 
131 note), are amended to read as follows: 

"(1) After October 1, 1980, the total num
ber of commissioned officers on active duty in 
the Army, Air Force, and Marine Corps above 
the grade of colonel, and on active duty in 
the Navy above the grade of captain, may not 
exceed 1,073. 

"(2) After September 30, 1981, the total 
number of civilian employees of the Depart
ment of Defense in grades G8-13 through 
G8-18 (including positions authorized under 
section 1581 of title 10, United States Code) 
may not exceed the number equal to the 
number of such employees employed by the 
Department of Defense on July 30, 1977, re
duced by the same percentage as the percent
age by which the total number of commis
sioned officers on active duty in the Army, 
Air Force, and Marine Corps above the grade 
of colonel, and on active duty in the Navy 
above the grade of captain, is reduced below 
1,141 during the period beginning on Octo
ber 1, 1977, and ending on September 30, 
1980.". 

Amend the title so as to read: "An Act to 
authorize appropriations for fiscal year 1980 
for procurement of aircraft, missiles, naval 
vessels, tracked combat vehicles, torpedoes, 
and other weapons, and for research, develop
ment, test, and evaluation for the Armed 
Forces, to prescribe the authorized personnel 
strength for each active duty component and 
the Selected Reserve of each Reserve com
ponent of the Armed Forces and for civilian 
personnel of the Department of Defense, to 
authorize the military training student loads, 
to authorize appropriations for fiscal year 
1980 for civil defense, and for other 
purposes.". 

Mr. STENNIS. Mr. President, themes
sage having been laid before the Senate, 
I move that the Senate disagree to the 
amendments of the House, agree to the 
request of the House for a conference on 
the disagreeing votes of the two Houses, 
and that the Chair appoint conferees on 
the part of the Senate. 

The motion was agreed to, and the 
Presiding Officer (Mr. TSONGAS) ap
pointed Messrs. STENNIS, JACKSON, CAN
NON, BYRD Of Virginia, NUNN, CULVER, 
TOWER, THURMOND, GOLDWATER, and 
WARNER, conferees on the part of the 
Senate. 

PANAMA CANAL ACT OF 1979-
CONFERENCE REPORT 

The Senate continued with the consid
eration of the conference report. 

Mr. ROBERT C. BYRD. Mr. President, 

with respect to the conference report on 
the implementing legislation on the Pan
ama Canal treaties, I wonder if we can 
get some feel of how much time is going 
to be required on the conference report 
and whether or not we can get a time 
agreement on it, also as to whether or not 
a rollcall vote will be requested on the 
adoption of the conference report. 

Mr. THURMOND. Mr. President, I 
would like to have a rollcall on the adop
tion of the report. 

I would like to inquire from this side 
how many wish to speak and how long 
they wish to speak, so we can accommo
date Senators with regard to the time 
agreement. 

I believe Senator HUMPHREY said he 
wanted about 7 or 8 minutes. 

Mr. HUMPHREY. Ten minutes. 
Mr. ROBERT C. BYRD. How much 

time? 
Mr. THURMOND. Ten minutes. 
Who else wanted time? 
Mr. DOLE. Mr. President, I will take 

about 5 minutes and then I have a little 
motion to recommit. 

Mr. HELMS. I will not use it all, but I 
would like to have 30 minutes. 

Mr. ROBERT C. BYRD. That is 45 
minutes, I believe. 

Mr. WARNER. Two minutes. 
Mr. THURMOND. About 8 minutes. 
Mr. ROBERT C. BYRD. That is 55 

minutes. 
Mr. THURMOND. It may not take 

that long. 
Mr. ROBERT C. BYRD. That is an 

hour on that side. 
An hour to the side? 
Mr. STENNIS. About 3 minutes. 
Mr. ROBERT C. BYRD. Mr. President, 

I ask unanimous consent that time over
all in respect to the Panama Canal im
plementing legislation conference report 
be limited to 2 hours to be equally divided 
and controlled by Mr. LEVIN and Mr. 
THURMOND. 

Now, this does not eliminate, this does 
not preclude, the motion to recommit, 
and it does not preclude any motion to 
table, it does not preclude any motions 
to instruct. It just puts the overall cap 
on the time. 

Mr. BAKER. Mr. President, reserving 
the right to object, just for clarification, 
I assume the majority leader does not 
intend to include the time for rollcalls 
in the 2 hours. 

Mr. ROBERT C. BYRD. No. The Sen
ator is correct. 

The PRESIDING OFFICER. Is there 
objection? 

Mr. HELMS. The Senator is taking 
into consideration the 30 minutes I have 
requested? 

Mr. ROBERT C . BYRD. Yes. 
Mr. HELMS. I will be assured of that? 
Mr. ROBERT C. BYRD. Yes. 

The PRESIDING OFFICER. Is there 
objection? The Chair hears none, and 
it is so ordered 

Mr. ROBERT C. BYRD. Mr. President, 
does the distinguished Senator from 
South Carolina wish to have the yeas 
and nays ordered now on the adoption 
of the conference report? 

Mr. THURMOND. Mr. President, I ask 
for the yeas and nays. 

The PRESIDING OFFICER. Is there 
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a sufficient second? There is a sufficient 
second. 

The yeas and nays were ordered. 
Mr. ROBERT C. BYRD. Mr. President, 

does the distinguished Senator from 
Kansas wish to ask unanimous consent 
that it be in order to order the yeas and 
nays now on the motion to recommit? 

Mr. DOLE. Yes. 
The PRESIDING OFFICER. Without 

objection, it is so ordered. 
Mr. ROBERT C. BYRD. Does the Sen

ator ask for the yeas and nays? 
Mr. DOLE. Yes. 
The PRESIDING OFFICER. Is there 

a sufficient second? There is a sufficient 
second. 

The yeas and nays were ordered. 
Mr. ROBERT C. BYRD. Mr. Presi

dent, what are the wishes of the Sen
ators, so that we can let others know? 
Do they want votes, or at least one vote 
today? 

Mr. PERCY. Mr. President, will the 
majority leader yield for a question? 

Mr. ROBERT C. BYRD. I yield. 
Mr. PERCY. The Senator from Illinois 

has to leave on the last plane to Chicago 
tonight, which is 7:20. If it is possible 
to fit that in the schedule, I could get 
there if I leave at 6:45. 

Mr. THURMOND. We should be 
through by then. 

Mr. PERCY. That would be an hour 
and 5 minutes. 

The PRESIDING OFFICER. Who 
yields time? 

Mr. ROBERT C. BYRD. Mr. President, 
I ask unanimous consent that I may 
proceed for 1 minute, without the time 
being charged to either side. 

The PRESIDING OFFICER. Without 
objection, it is so ordered. 

Mr. ROBERT C. BYRD. Mr. President, 
two rollcall votes have been ordered. I 
ask unanimous consent that the first 
rollcall vote occur at 1:15 tomorrow 
afternoon and that the second vote oc
cur back to back. 

The PRESIDING OFFICER. Is there 
objection? 

Mr .. HELMS. Mr. President, reserving 
the nght to object, suppose there is 
another motion? 

Mr. ROBERT C. BYRD. If there is 
another motion, I will include in the 
request that that vote occur back to 
back. 

The PRESIDING OFFICER. Is there 
objection? 

Mr: NUNN. Mr. President, reserving 
~he nght to object-and I shall not ob
Ject-does the majority leader antici
pate that we would have the registra
tion debate tomorrow afternoon or 
Friday? 

Mr. ROBERT C. BYRD. Mr. President, 
I ask unanimous consent to proceed for 
an_ additional minute, without the time 
bemg charged to either side. 

The PRESIDING OFFICER. Without 
objection, it is so ordered. 

Mr. ROBERT C. BYRD. I had hoped 
that the Senate could proceed to that 
~ebat_e tomorrow afternoon, but the dis
tmgmshed Senator from Georgia is the 
Senator who is going to ask for the 
closed session, and he will be the Sen
ator in charge of the time on his side 
of the question, so I yield to him on that. 

Mr. STENNIS. We have a conference 
tomorrow afternoon on our authoriza
tion bill. It will require that the mem
bership be there, including the Senator 
from Georgia. 

Mr. ROBERT C. BYRD. My problem 
is that I have to do some reshuffling of 
the Senate schedule. Once we dispose of 
this measure, I have to have something 
to come after it. If I cannot find any
thing, I would like to proceed with the 
closed session. I would like to accommo
date the Senator. 

Mr. STENNIS. It is a very important 
session. I woUld want to be present, and I 
am sure other Members would. Later in 
the afternoon, after we have had that 
conference, maybe we could have that 
presentation. 

Mr. ROBERT C. BYRD. Mr. President, 
could we get the agreement on this? 

Mr. NUNN. I withdraw my reservation. 
The PRESIDING OFFICER. Is there 

objection? The Chair hears none and it 
is so ordered. ' 

Mr. ROBERT C. BYRD. Mr. President, 
there will be no further rollcall votes to
day. Senators may wish to carry on the 
debate this evening, however, on the 
Panama Canal legislation, and the time 
would be charged. 

The PRESIDING OFFICER. Who 
yields time? 

Mr. STENNIS addressed the Chair. 
The PRESIDING OFFICER. Does the 

Senator from Michigan yield to the Sen
ator from Mississippi? 

Mr. STENNIS. Will the Senator yield 
me 5 minutes? 

Mr. LEVIN. I am happy to yield to the 
Senator from Mississippi. 

Mr. STENNIS. Mr. President, I have a 
prepared statement as to the merits of 
the conference report, but I want to take 
3 or 4 minutes to point out some of the 
high points. 

I say in confidence, after studying the 
matter, that we have a better bill than 
we passed, and I think a better bill than 
the House passed. A great deal of work 
has been done on this matter by the con
fereees, and I thank all of them. 

One point in particular: I did not vote 
for the treaty. I thought it was a mistake. 
I believe that the Constitution of the 
United States clearly and unmistakably 
says that a treaty properly adopted by 
two-thirds of the Senators present and 
voting shall be the supreme law of the 
land, and we had to be guided by that 
mandate in the Constitution. In my opin
ion, this conference report does comply 
with that mandate of the Constitution. 
It is carefully drawn with that purpose 
in mind. 

Another item was the cost to the 
Treasury for the operation of the canal 
and our connection with it for the next 
20 years. It was a big item in the debate, 
and we gave a great deal of consideration 
to it. 

The cost of the Treasury has been re
moved, except for that money that will 
have to be paid out for our military op
e~ations there and the things that go 
w1th that operation, such as schools hos
pitals, and so forth, much of ~hich 
would be incurred anyway in connection 
with these people as long as they are in 
the service. That will be covered mi
nutely by the Senator from Michigan, 

who has shown a very fine capacity as 
~ell as dedication in working on a highly 
Important and very difficult piece of leg
islation. 

_The Senator from Michigan has been 
with us_as a Member only since January 
3. He did not solicit this assignment, by 
any means; but once having obtained it 
he has worked like a Trojan and ha~ 
done a splendid job. He works like an 
o~d warhorse that has had a lot of expe
nenc~, and he will manage the bill. I 
~specially thank him, and I am sure that 
Is shared by all the conferees. 

The House membership had voted on 
this matter several times with respect to 
instructions. Conferees, by nature do not 
like the idea of instructions, but the 
~ouse conferees lived up to their prom
Ise and worked on this matter in a very 
fine spirit. 

Mr. President, the conferees on the 
part of the House and Senate have come 
to a reasonable and constructive com
promise on the difficult issues involved in 
implementing the Panama Canal Treaty 
of 1977. 

I should note for the record that the 
Senator from Washington, Mr. JACKSON, 
who was a conferee, fully supports the 
conference report, though through no 
fault of the Senator's he was unavailable 
to sign the report until after it had al
ready been filed in the House. 

Senator LEVIN, who has at my request 
become an expert on this legislation and 
deserves much of the credit for the com
promise before us, will outline some of 
the details of the conference report. I 
want to make only some general com
ments. 

First, let me say that I was distressed 
when I heard that the House had in
structed their conferees not to yield on 
a number of key issues before the con
ference committee ever met. I deplore in
~tructions to conferees, because they are 
mconsistent with the spirit of mutual 
give and take and that is essential if we 
ar~ to hammer out differences in legis
latiOn. I am happy to say that Chairman 
MURPHY of the House conferees and his 
colleagues took a very cooperative and 
constructive approach to the conference, 
however, and the instructions did not 
prevent a full and fair agreement. Lan
guage was found which preserved the 
substance of the House's position while 
still being satisfactory to the Senate. It 
does not, however, change my view that 
instructions to conferees are unwise and 
can disrupt the legislative process. 

The conference compromise can be 
described in three parts. On the matter 
of the form of the Panama Canal Com
mission, the Senate reluctantly receded 
to the House and approved an appropri
ated agency form. I would point out that 
in order for this change to be successfully 
made by October 1 we are going to need 
the cooperation of all Senators. We will 
have to pass an authorization bill for the 
Commission, and we must make the nec
essary changes in the relevant appropri
ations bill to accommodate this new 
form. I should also note that we must 
also consider the President's nominees 
for the Commission Board prior to Oc
tober 1. All of this can be accomplished 
but it will take cooperation from all. ' 

On the matter of potential violations of 
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the treaty that were present in the House 
bill, I am happy to report that the con
ferees were able to agree on language in 
each case which is satisfactory to the 
House but is fully consistent with both 
the letter and spirit of the treaties. As I 
said when the Senate took up this bill, 
avoiding provisions that are inconsistent 
with the treaties is important for two 
reasons. First, because the treaties are 
ratified and we must live up to our in
ternational obligations. Second, because 
actions by the United States that may be 
seen as violations of the treaties invite 
violations by the other side. As of Octo
ber 1, 1979, the old 1903 treaty is gone, 
and we must rely entirely on the 1977 
treaties for our rights to operate in a 
foreign country, Panama. Only by scru
pulously living up to our own obligations 
can we insist that the Panamanians ob
serve theirs over the next 20 years. 

Finally, on the matter of cost, I can 
report that the conferees have lowered 
the implementing cost to be borne by 
the American taxpayer to the lowest pos
sible figure consistent with our treaty 
obligations. our compromise on the em
ployment issues preserved intact the 
Senate position on minimum wage and 
the wage bases for transferred employees 
that will save several hundred million 
dollars over the life of the treaty as com
pared with the original House version. 
Under this bill the taxpayer would bear 
none of the costs of operating and main
taining the Panama Canal or making 
payments to Panama required by the 
treaties. In fact, this bill authorizes no 
taxpayer expenditures at all with some 
very minor exceptions. The implement
ing costs to be borne by the taxpayer are 
those associated with operating schools, 
hospitals, and other facilities by the De
partment of Defense, and, of course, for 
maintaining our defense presence. 

Mr. President, this legislation has been 
very controversial from the moment it 
was first discussed last year during the 
debate over the treaties. As I have said 
many times, I opposed the treaties and 
still feel the decision to transfer the 
canal to Panama in 1999 was unwise. But 
our constitutional processes have run 
their course, and we must put the treaty 
debate behind us. This legislation en
ables the United States to live up to its 
treaty obligations and to provide for the 
protection and welfare of our citizens 
who are living and working in Panama. 
It is essential that it be passed and that 
we get on with the difficult job of transi
tion that is ahead of us. If we were tore
ject this legislation, it would not only 
hurt our citizens in Panama, it would put 
into jeopardy our entire presence in Pan
ama under the new treaties. Recent 
events in Cuba have demonstrated that 
we must continue to be on our guard 
against threats to peace and security in 
the Caribbean area. The presence of So
viet troops there, despite the questions 
that have been raised about their mis
sion, make it even more important that 
we make this transition to the new treaty 
regime in Panama a smooth one. To fail 
to implement the treaties, and thus in
vite confusion in Panama and a viola
tion of our international obligations, 

would only play into the hands of those 
who would undermine the peace and se
curity of Panama and its neighbors. 

For these reasons, Mr. President, I 
urge the Senate to adopt the conference 
report. 

Mr. LEVIN. Mr. President, first of all, 
I thank my friend from Mississippi for 
the nice words and also for the support 
that he had given on this matter. With
out his leadership the House of Repre
sentatives and the Senate could not have 
reached an agreement on this matter, 
and I am pleased to join with him in pre
senting to the Senate the conference re
port on this bill. 

This report represents the end product 
of long and intensive work by conferees 
from both the House and Senate. There 
were many significant differences be
tween the bills passed by both Houses, 
and compromises and concessions were 
made by both sides in order to achieve 
the result which is now before us. 

In the early stages of the considera
tion of this legislation, I suggested three 
major objectives for this implementing 
legislation. First, it should in fact provide 
for full implementation of the treaties, 
and should not contain any provisions 
which are violative of any of the terms 
of the treaties. Second, it should imple
ment the treaties at the least possible 
cost to the taxpayer, consistent with the 
obligations which we have assumed by 
virtue of ratifying the treaties. And fi
nally, it should provide adequate protec
tion for U.S. employees in Panama, and 
minimize the disruption which could oc
cur during the transition to the new 
canal-operating regime established by 
the treaties. The conference report which 
we are offering for your consideration 
meets all three of these objectives. 

Mr. DOLE. Mr. President, will the 
Senator from Michigan yield for a 
unanimous-consent request? 

Mr. LEVIN. I am happy to yield to 
the Senator from Kansas. 

Mr. DOLE. I will have a motion to 
recommit. I only have 5 minutes on that 
motion. I wish unanimous consent to 
offer the motion to recommit at 1: 10 
p .m. because the vote comes at 1: 15 p.m. 

Is there any objection to that? 
Mr. LEVIN. I have no objection. 
I am wondering if the majority 

leader, who proposed that request, would 
also agree to it. I have no objection. I 
wonder if the Senator will restate it. 

Mr. DOLE. I have 5 minutes on the 
motion to recommit. I wish to offer that 
at 1:10 p.m. tomorrow because the vote 
on that motion is at 1: 15 p.m. It will 
just take 5 minutes. 

Mr. ROBERT C. BYRD. Mr. Presi
dent, I make that unanimous-consent 
request. 

The PRESIDING OFFICER. Without 
objection, it is so ordered. 

Mr. DOLE. I thank the Senator. 
Mr. LEVIN. Mr. President, before the 

Senator from Kansas leaves, I am won
dering if we could modify that agree
ment slightly in the following regard: 
The Senator could proceed at 1:05 p.m. 
so there might be 5 minutes of rebuttal. 

Mr. DOLE. All right. 
Mr. ROBERT C. BYRD. Mr. Presi-

dent, I ask unanimous consent that the 
order be so modified. 

The PRESIDING OFFICER. Without 
objection, it is so ordered. 

Mr. LEVIN. I thank the Senator from 
Kansas and the majority leader. 

Let me first discuss the issue of cost. 
The bill which the Senate adopted re
duced the cost to the U.S. Treasury for 
implementing the treaties by roughly 
$600 million from the bill initially pro
posed by the administration. The con
ference report remains very close to the 
Senate bill with respect to cost. First, it 
provides for continuation of the interest 
payment which the Panama Canal Com
pany has been making to the Treasury 
and which will result in a return to th~ 
u .. s .. Government of about $300 to $400 
m1lllon over the next 20 years, in recog
nition of the investment which this 
country has made in the canal operation. 
The bill also provides for funding of the 
early retirement program for Canal 
Company employees from the toll base, 
rather than from the Treasury as the 
administration had proposed, which will 
sa.ve. the taxpayers an additional $334 
m1lllon over the life of the treaty. 

The figures I have stated above repre
sent cost savings from the administra
tion-proposed bill. The conference re
port, like the Senate bill, also achieves 
substantial savings in comparison to the 
House bill, by not mandating continua
tion of U.S. minimum wage for all new 
employees of the Commission and of the 
Department of Defense in Panama for 
the next 20 years. While DOD has stated 
its intention to grandfather current em
ployees at their current wage systems, 
the conference report allows the Com
mission, and DOD, to have the flexibility 
to establish a different wage system for 
newly hired personnel, in view of the 
large differential between U.S. minimum 
wage and local prevailing wage rates in 
~anama. Although it is difficult to pro
Ject t~e course of the minimum wage 20 
years mto the future, it is likely that this 
provision will have several hundreds of 
millions of dollars between now and the 
year 2000. 

The conference report does make two 
changes affecting certain American em
ployees, namely those who will be trans
ferred from the Canal Zone Government 
to the Department of Defense-primarily 
the teachers in the Canal Zone school 
system. The bill will permit retention 
of their current leave and travel system, 
and of the half-pay sabbatical to which 
tJ:l~Y are presently entitled. These pro
VISiOns add only marginally to the Treas
ury cost, but do preserve for current em
ployees some of the employment condi
tions which they now enjoy. Like the 
Senate bill, the conference report leaves 
DOD free to gradually merge the Canal 
Zone teachers into their worldwide pay 
system. 

Mr. President, this conference report 
pares the cost of implementation of the 
Panama Canal treaties to the bone 
while remaining in conformity with th~ 
treaties themselves, and without default
ing on any of the obligations we have 
undertaken. No funds from the United 
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States Treasury, under this bill, will be 
used to make payments to Panama. 

The second major objective which is 
met by this conference report is full com
pliance with the letter and spirit of the 
Panama Canal treaties. The Senate ad
dressed itself very clearly to this matter 
during floor consideration of the bill, by 
considering and rejecting three amend
ments, patterned after provisions of the 
House bill, which could have placed the 
United States in violation of the 
treaties. 

In the conference, the Senate position 
that the conference report could not con
tain any language violative of the trea
ties was maintained. On the questions of 
direction of the Commission by the Sec
retary of Defense, and control of the 
canal during wartime, substitute lan
guage was agreed upon which is fully 
consistent with the treaty. 

The conferees also agreed that no new 
conditions beyond those contained in the 
treaty would be imposed upon the pay
ments which are due or might be due 
Panama under the treaty. 

Therefore the conference report de
leted provisions from the House bill 
which would have prohibited any pay
ments to Panama during any period in 
which Panama was imposing retroactive 
taxes on businesses or individuals in the 
former Canal Zone, or was determined 
to be interfering in the internal affairs 
of any other state. The report also con
tains a substitute for a House provision 
which called for payment of all United 
States costs of implementation of the 
treaties before Panama could receive the 
contingency payment promised by the 
treaty. The substitute language will in
sure that all costs of maintaining and 
operating the canal are paid prior to the 
contingency payment, which is in line 
with the language of the treaty. 

One of the most important issues 
which was potentially violative of the 
treaties was the question of how the 
transfers of property to Panama, man
dated by the treaty, would be effected. 
Underlying this issue is a longstanding 
dispute between the two Houses over the 
extent of the treatvmaking power. The 
Senate took the position last year that 
the treaty power is adequate to effect 
transfers of U.S. property, and that the 
property disposition provisions in the 
Panama Canal Treaty in particular were 
self -executing; that is, that the Presi
dent was authorized to make the trans
fers spelled out in the treaty by virtue 
of the Senate's advice and consent to it. 
Members of the House have maintained 
that legislation is the exclusive vehicle 
for property transfers, and hence that 
the treaty requires legislative authoriza
tion before any transfers can be made. 
. The conference, rather than attempt
mg to resolve this question, reached an 
agreement which protects the legal posi
tions of both Houses. The confe:rence 
report states that, with respect to any 
propertv of the United States in Panama 
legislation is required for its transfer' 
and the report then authorizes the Secre~ 
tary of State to make all of the trans
fers requ~red b~ the treaty. Additionally, 
the President 1s requ ired to report to 
Congress, 180 days prior to any transfer, 

describing the property to be transferred, 
certifying the state of Panama's com
pliance with the treaty, and explaining 
the reasons for making the transfer at 
that particular time. This requirement, 
while binding upon the President, is not 
a condition of the transfers themselves 
since any new condition would be con
trary to the treaty. 

The Statement of Managers accom
panying this conference report states the 
intention of the conferees that this 
property transfer provision not prejudice 
the legal positions taken by either the 
House or the Senate. Moreover, we have 
received written communications from 
the legal adviser of the Department of 
State, and the legal counsel of the Sen
ate Foreign Relations Committee, to the 
effect that this compromise is consistent 
with the Senate's constitutional position 
on this issue. I ask unanimous consent 
that those letters be printed in the 
RECORD at this point. 

There being no objection, the letters 
were ordered to be printed in the 
RECORD, as follows: 

THE LEGAL ADVISER, 
DEPARTMENT OF STATE, 

Washington, September 13, 1979. 
Hon. CARL LEVIN, 
U.S. Senate, 
Washington, D.C. 

DEAR SENATOR LEVIN: This is in response 
to your request for comments concerning a 
proposal which the Conference Committee 
is considering to resolve the differences be
tween the House and Senate versions o! 
H.R. 111 insofar as they relate to the trans
fer of U.S . property in the Republic of 
Panama. 

It is our understanding that the proposal 
would retain the present text of Section 
373 of the House b111 which states: "No 
property of the United States in the Re
public of Panama may be disposed of except 
pursuant to law enacted by the Congress." 
Section 374 o! the House bill would also 
b~ retained in substance. That section pro
VIdes that on the date of entry into force 
of the Treaty, "the Secretary of State may 
convey to the Republic o! Panama [those 
properties the transfer of which is pro
vided ,for by the Treaty on that date.]" 
Finally, Section 374 would be expande:i to 
provide that with respect to all other prop
erty to be transferred in accordance with 
the terms of the Panama Canal Treaty and 
related agreements, "the Secretary of State 
may convey such property from time to 
time in accordance with the terms of such 
Treaty and agreements," and would estab
lish certain reporting requirements in this 
connection. 

. We further understand that this legisla
tl ve proposal would be accompanied by a 
joint statement of the House and Senate 
managers to the effect that it is their in
tention that the Conference proposal rela
tive to the disposition o! property not prej
udice the positions that have been taken 
by the House and the Senate with respect 
t? the necessary procedure for the disposi
twn of property of the United States. 

In our opinion, this proposal would in 
effect reaffirm and implement the provisions 
of the Panama Canal Treaty and related 
agreements regarding the transfer of prop
erty to Panama and therefore would be 
fully consistent with that Treaty as a mat
ter of international law. With respect to 
the domestic legal issue concerning the 
Constitutional authority to dispose of prop
erty of the United States by means of the 
treaty-making power, we agree that adop
tion of this proposal by the Congress on 
the basis described above would not prej-

udice the legal position on which the 
Treaty is based, which was upheld by the 
courts in the case of Edwards v. Carter 580 
F. 2d 1055, cert. denied, 98 Sup. Ct. 2240 
( 1978), namely that the self-executing 
property transfer provisions of the Panama 
Canal Treaty were constitutiona.lly suffi
cient to effectuate such transfers as a matter 
of domestic law. 

Sincerely, 
HERBERT J. HANSELL. 

COMMITTEE ON FOREIGN RELATIONS 
Washington, D.C., September 13, l979. 

Hon. CARL LEVIN, 
U.S. Senate, 
Washington, D.C. 

DEAR SENATOR LEVIN: You have asked !or 
my opinion as to whether "the proposed 
compromise language on property transfers 
will prejudice the constitutional argument 
made by the Senate and sustained by the 
Court of Appeals for the District of Colum
bia last year with regard to the constitution
al power to dispose of property of the United 
States through the treaty-making power." 

The position taken by the Senate during 
consideration o! the Panama Canal Treaty 
was that the Treaty itself could and did 
validly authorize the transfer o! property to 
the Repub.ic of Panama. In its report on the 
Treaty, the Committee on Foreign Relations 
concluded that the "constitutional text the 
intent of the Framers, opinions of the' Su
preme Court, and historical precedent all 
suggest that the Panama Canal T.reaty can 
validly transfer to Panama property belong
ing to the United States without a need for 
implementing legislation. " Exec. Rept. No. 
95-12, Feb. 3, 1978, at p . 69. The Senate re
jected arguments to the contrary when, on 
April 3, 1978, it tabled, by a vote o! 58 to 
37, an amendment (No. 92) offered by Sena
tor Hatch which would have provided that 
the Treaty would not enter into force "until 
the Congress ... shall have disposed o!, 
or shall have authorized the disposition o!, 
the property belonging to United States o! 
America ... in the Panama Canal Zone .... " 
The position o! the Senate concerning the 
validity of the transfer-of-property provi
sions in the Treaty has, moreover , been af
firmed by the courts. In upholding of the 
dismissal o! an action brought by 60 Mem
bers of the House o! Representatives who 
sought a declaratory judgment that the Con
stitution requires the approval of both 
Houses o! Congress prior to the disposal of 
property belonging to the United States, the 
Court o! Appeals for the District of Columbia 
held that the use of a treaty to transfer the 
property o! the United States "was clearly 
consonant with the Constitution." The so
called transfer-of-property clause, article 
IV, section 3 clause 2, "was not intended to 
preclude the availability of self-executing 
treaties as a means of disposing of United 
States property," the court said. Edwards v . 
Carter, 580, F2d 1055, cert. denied 98 S.Ct. 
2240 (1978). 

The proposed compromise language for 
H.R. 111 consists of two provisions. One, sec
tion 373, provides that "No property of the 
United States located in the Republic of Pan
ama may be disposed of except pursuant to 
law enacted by the Congress." The second 
provision, section 374, authorizes all trans
fers, including both optional transfers dur
ing the term of the treaty as well as the final 
transfer to Panama in 1999. 

It ~s. my opinion that, taken together , these 
prov1s10ns would not prejudice the constitu
tional position taken by the Senate and af
firmed by the Court of Appeals. Their joint 
effect would be to cause the property trans
fers now authorized by the Treaty to be au
thorized instead by this statute. While the 
wisdom of doing so may or may not raise 
public policy questions, I do not believe that 
the proposed provisions would raise a consti
tutional problem. The position of the Senate 
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and the Court o! Appeals-that the Treaty 
validly transfers United States property 
interests-would in fact be vindicated 
by the enactment of the two provisions to
gether. The second provision, which contains 
a transfer-of-property authorization iden
tical in its effect to that contained in the 
Treaty, would be unnecessary if that Treaty 
provision remained in force. The enactment 
of the first provision, however, would effec
tively repeal the transfer-of -property pro vi
sions in the Treaty, thus necessitating the 
enactment of the second provision if the 
United States is to honor the commitment 
contained in the Treaty. Stated differently, to 
avoid the enactment of a statutory author
ization while a prior authorization-namely. 
the one contained in the Treaty-is in ef
fect, it is necessary to repeal the Treaty 
authorization. This is the effect of the first 
provision; its presence is dictated by the rec
ognition that the Treaty can and does validly 
convey United States property interests to 
Panama. 

Accordingly, I do not believe that the posi
tion of the Senate and the Court o! Appeals 
will be prejudiced if these provisions are 
both enacted. 

Sincerely, 
MICHAEL GLENNON, 

Legal Counsel . 

Mr. LEVIN. Another major point of 
controversy between the House and the 
Senate revolved around the operating 
structure for the Panama Canal Com
mission, established by the treaty as the 
managing entity of the canal for the next 
20 years. The Senate bill provided for the 
establishment of the Commission as a 
government corporation, the form in 
which the Panama Canal Company has 
operated since 1951. The House bill 
created the Commission as an appro
priated funds agency, subject to all of 
the authorization and appropriation 
controls of the Congress, like any other 
Federal agency. There was strong and 
divided sentiment on this issue, even 
within the Armed Services Committee 
and the Senate. 

The conferees ultimately resolved this 
issue in favor of the House position. 
While the appropriated funds agency 
form provides for somewhat tighter con
gressional control over the Commission's 
expenditures, the provisions in the House 
bill allow adequate flexibility for the 
Commission to respond to changed cir
cumstances without having to come back 
to Congress for a supplemental appro
priation every time an unprogramed 
increase in traffic occurs. This flexibility 
retains some of the advantages of the 
corporate form. There was no question 
that either operating form would be con
sistent with our treaty obligations. 

That, Mr. President, summarizes the 
major aspects of this conference report. 
The Statement of Managers elaborates 
upon additional areas of controversy be
tween the two bills and the resolutions 
agreed upon by the conferees. I would 
be happy to respond to any questions my 
colleagues might have about other as
pects of the conference report. 

We are nearing the end of a long 
trail and the beginning of a new one with 
the consideration of this conference re
port. The Senate spent 2 months debat
ing the Panama Canal treaties last year, 
gave its advice and consent, and now has 
before it legislation providing for im-
plementation. I hope that all Senators, 

regardless of their feelings on the trea
ties, will recognize that they have been 
ratified and will take effect 12 days 
from today. I believe that all of us can 
support this implementing legislation, 
because it is sound and solid. By doing 
so, we will enable the United States to 
meet its international obligations. We 
will keep our word, one hallmark of a 
great power. 

This legislation does more than keep 
the promises we have made to Panama. 
It keeps the promises the treaties made 
to us-confirming our rights to operate 
the canal securely and efficiently, and to 
maintain our treaty-guaranteed rights, 
including defense rights, for the re
mainder of the century. 

Mr. President, I note the absence of a 
quorum. 

The PRESIDING OFFIC~R. The clerk 
will call the roll. 

The legislative clerk proceeded to call 
the roll. 

Mr. LEVIN. Mr. President, I ask unan
imous consent that the order for the 
quorum call be rescinded. 

The PRESIDING OFFICER <Mr. HoL
LINGS). Without objection, it is so 
ordered. 

Mr. LEVIN. I ask unanimous consent 
that the time taken by the quorum call 
be charged against my time. 

The PRESIDING OFFICER. Without 
objection, it is so ordered. 

Mr. THURMOND. Mr. President, I 
yield myself such time as may be re
quired. 

I ask unanimous consent that Mr. Ed
ward Kenney of the Senate Armed Serv
ices Committee staff have the benefit of 
floor privileges during consideration of 
the conference report on H.R. 111. 

The PRESIDING OFFICER. Without 
objection, it is so ordered. 

Mr. THURMOND. Mr. President, as 
the Senate is well aware, I did not sup
port the Panama Canal treaties. In my 
judgment, the agreement to transfer this 
property to Panama is the greatest con
scious political blunder by the United 
States in modern times. 

The treaties were approved in the Sen
ate by the narrowest of margins. Today 
it is an established fact that, when the 
Senate voted, it lacked vital information 
on many aspects of this action. The cost 
estimates on the transfer of this property 
to Panama were faulty to the er.Atent of 
hundreds of millions of dollars. 

CONFERENCE REPORT 

Mr. President, the issue now before 
the Senate is the implementing legisla
tion as embodied in the Joint Conference 
Report of H.R. 111. Although I will not 
support this bill on the floor today, I was 
pleased that the conference report met 
many of my concerns and that the final 
decisions on H.R. 111 give Congress ex
tensive control of the Canal during the 
treaty period. 

The principal concession by the Sen
ate was the acceptance of the appro
priated agency form for the Panama 
Canal Commission. I had offered the ap
propriated agency approach as a com
mittee amendment and now I am high
ly pleased that the conference has 
adopted this approach. This action by 

the conference means that the Commis
sion will not be a corporate agency main
ly responsive to the executive branch of 
Government, but, rather, an appropri
ated fund agency with its expenditures 
controlled by the Congress. This is a 
critical point and one obtainable only 
through participation in the Conference. 

PROPERTY TRANSFER 

Another key element in the Confer
ence Report is the recognition that the 
House has a constitutional role in the 
transfer of property. The key point in 
this agreement is that all transfers in
volved in the Panama Canal require a 
statute by Congress. 

Another important issue, control of 
the Canal in wartime, was settled by an 
agreement that, in the event of an at
tack or threat to the canal, the Presi
dent could direct the Canal Administra
tor to comply with the directives of the 
U.S. military officer in charge. 

COMMISSION BOARD 

Also of great importance was the make
up of the Commission Board. The con
ference accepted a compromise whkh 
allows only two of the five U.S. Board 
me~bers to be Executive Department 
officials. Further, the report suggests 
these two come from the Defense De
partment, the agency responsible for the 
canal operations. The other three mem
bers would come from the private sec
tor, and should have experience in the 
b_ackgrounds of shipping, ports opera
tiOn and labor matters. All are subject 
to Senate confirmation. 

COSTS REDUCED 

Mr. President, I think the conference 
also was very conscious of restricting the 
already excessive costs of these treaties. 
My amendment to hold the mLl1imum 
wage to an annual increase of 2 percent 
w~s accepted and could save up to $400 
million over the life of the treaties. 

Mr. President, I also believe this bill 
will prevent any payments to Panama 
except those provided in the clearest 
terms of the treaties. We attempted to 
remove ambiguities in hopes of saving 
the taxpayer every cent possible and pre
venting disputes in future years. 

Despite these improvements, I remain 
opposed to this bill. It is the implement
ing instrument of the worst treaties 
ever negotiated by a U.S. President and 
ever approved by the U.S. Senate. 

In conclusion, I do wish to commend 
the able Senator from Michigan (Mr. 
LEVIN), who was courteous throughout 
these deliberations and most responsive 
to my views and those of other dissenting 
members. He was most ably assisted by 
the General Counsel of the Armed Serv
ices Committee, Mr. John Roberts. Also, 
our able chairman, the senior Senator 
from Mississippi, provided a steady hand 
throughout this lengthy conference. De
spite their skillful work, and the leader
ship provided by Mr. MuRPHY and M::-. 
BAUMAN of the House conferees, I remain 
opposed to all aspects of the transfer of 
this vital defense facility to an unstable 
and pro-Communist government such 
as that which exists in Panama. 

I predict that history will show the 
Senate made a great error in consenting 
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to the Panama Canal treaties, but I have 
done the best I could to protect our coun
try in this particular bill. 

Mr. President, I now yield to the dis
tinguished Senator from North Carolina 
5 minutes. 

Mr. HELMS. Mr. President, a parlia
mentary inquiry. 

The Senator from North Carolina does 
have 30 minutes in his own right at this 
hour; is that correct? 

Mr. THURMOND. If he needs that 
much, there will be 30 minutes allotted 
to the Senator from North Carolina. 

Mr. LEVIN. Mr. President, I ask unani
mous consent that Robert Seltzer of my 
staff, David Hansell of my staff, and Mr. 
Roberts of the Armed Services Commit
tee staff have the privilege of the floor. 

The PRESIDING OFFICER. Without 
objection, it is so ordered. 

Mr. HELMS. Mr. President, I suggest 
the absence of a quorum briefly on the 
time allotted to me. I want to confer 
with the distinguished Senator from 
South Carolina. 

The PRESIDING OFFICER. The clerk 
will call the roll. 

The legislative clerk proceeded to call 
the roll. 

Mr. THURMOND. Mr. President, I ask 
unanimous consent that the order for 
the quorum call be rescinded. 

The PRESIDING OFFICER. Without 
objection, it is so ordered. 

Mr. THURMOND. Mr. President, I 
yield 2 minutes to the distinguished Sen
ator from Virginia, and then I will yield 
to the distinguished Senator from North 
Carolina. 

The PRESIDING OFFICER. The Sen
ator from Virginia. 

Mr. WARNER. I thank the Chair and 
I thank Senator THURMOND. 

Mr. President, I was a conferee on this 
bill. I withheld signing on the conferees' 
report. As such, I feel obligated to my 
colleagues to justify this somewhat un
usual action. 

First, I compliment Senator LEVIN, 
Congressman MuRPHY, Chairman STEN
NIS, Senator THuRMOND, for the leader
ship they provided during the course of 
the conference. I respect Senator STEN
NIS' views that this treaty is the law of 
the land and is an obligation from the 
Congress to pass implementing legisla
tion. 

Nevertheless, Mr. President, there are 
three reasons why I withheld my signa
ture of approval. 

The first is addressed to section 108. 
Rather than take up the time, I ask that 
exhibit 1 in my remarks be referred to 
as the original language; exhibit 2, the 
language which will be found in the 
bill. 

I ask unanimous consent to have the 
exhibits printed in the RECORD. 

There being no objection, the exhibits 
were ordered to be printed in the 
RECORD, as follows: 

[EXHIBIT I] 
H.R. 111 AS PASSED HOUSE 

SEC. 108. CONTROL BY ARMED FORCES IN 
TIME OF WAR.-In time of war in which the 
United States or the Republic of Panama is 
enga:ged, or when, in the opinion of the 
President, war is imminent, such officer of 
the Armed Forces as the President may des
ignate shall, upon the order of the President, 
assume and have exclusive authority and 

jurisdiction over the operation of the Pana
ma Canal and all its adjuncts , appendants, 
and appurtenances . During a continuation 
of t his condition, the Commission shall be 
subject to the order and direction of the 
officer so designated, in all respects and 
particulars as to-

(1) the operation of t he Canal; and 
(2) all duties, matters, and transactions 

affecting the areas and installations made 
available to the Unit ed Stat es pursuant to 
t he Panama Canal Treaty of 1977 and re
lated agreements. 

(ExHmiT II) 
DEFENSE OF THE PANAMA CANAL 

SEc. 1108. In the event of an armed a ttack 
against the Panama Canal, or when, in the 
opinion of the President, conditions exist 
which t hreaten the security of the Canal, 
t he Administrator of the Commission shall , 
upon the order of the President, comply 
with such directives as the United States 
military officer charged with the protection 
and defense of the Panama Canal may con
sider necessary in the exercise of his duties. 

Mr. WARNER. Mr. President, this 
comparison reveals, in my judgment, a 
strengthening of Presidential power to 
protect U.S. defense interests. but the 
final language still falls short of the 
power I believe needed to fully protect 
U.S. defense interests. 

Had I been a Member of the Senate 
at the time of the vote on ratification 
of this treaty I would have voted against 
ratification for this reason alone. 

I thank the conferees for accepting 
my recommendation to strengthen the 
language as shown in a comparison be
tween exhibit 1 and exhibit 2. 

Mr. President, I regret, however, that 
further suggestions that I put forth to 
further strengthen the power of the 
President of the United States were not 
accepted. 

The second reason is that I am con
cerned, as is my colleague <Mr. HuM
PHREY) about the future transfers of 
American property. 

Third, the still uncertain cost to the 
American taxpayer for the implementing 
legislation. 

Mr. President, I recognize that the 
Congress must pass implementing legis
lation, but if this bill is to be adopted by 
the Senate it will be adopted without my 
support. 

The PRESIDING OFFICER. Who 
yields time? 

Mr. THURMOND. Mr. President I 
yield 7 minutes to the distinguished S~n
ator from New Hampshire <Mr. HuM
PHREY). 

Mr. HUMPHREY. Mr. President, I 
would like to begin by commending my 
fellow freshman Senator from Michigan 
<Mr. LEVIN) on his very impressive per
formance in what must have been a 
rather unpleasant task. 

Even though I do not agree with a 
great many of the provisions nailed down 
at the conference, I must say it was ap
parent to us all that Senator LEVIN 
worked hard and long and his grasp of 
the matter was very deep. 

Mr. President, like Senator WARNER, I 
am a conferee who finds it impossible to 
sign the conference report. 

I am concerned about the conference 
language in several respects. But my first 
concern lies in the area of future trans
fers of property to the Republic of 
Panama. 

Mr. President, I urge the defeat of the 
conference report on H .R . 111. As one of 
the seven Senate conferees on this bill, I 
listened with amazement as it was de
cided to abdicate congressional authority 
over the future transfers of American 
property in Panama. 

While I am sure that my colleagues 
acted with the best of intentions, I can
not support the conference report which 
resolved a dispute between the House and 
the Senate by turning over to the Presi
dent and the State Department all fu
ture authority respecting the transfer of 
U.S. property to Panama. 

I could not sign the conference report. 
I respectfully point out that the distin
guished Senator from Virginia <Mr. 
WARNER) also declined to sign the report. 
And, while the distinguished Senator 
from South Carolina <Mr. THuRMOND) 
did sign the report, he reserved his right 
to oppose this bill on final passage. 

There are several other good reasons 
to reject this conference report, reasons 
which will be voiced by others here and 
in the House of Representatives. I shall 
discuss primarily the vital issue of prop
erty transfers. 

As we all know, there exists a dispute 
between the Senate and the House M 
Representatives as to how U.S. property 
may be transferred. The House relies on 
the U.S. constitutional provision which 
says that "the Congress," meaning both 
Houses of Congress acting together, 
"shall have power to dispose * ,,, * the 
Territory or other property belonging to 
the United States." The Senate position 
has been that a self-executing treaty 
negotiated by the President and ap
proved by the Senate can dispose of U.S. 
property. 

Under the Panama Canal Treaty of 
1977, about 55 percent of U.S. property 
in what is now the Canal Zone will be 
transferred to Panama on October 1, 
1979. The U.S. property retained is the 
area and the facilities which are judged 
most necessary to the actual operation 
and safety of the canal. This retained 
portion amounts to about 45 percent of 
the current U.S. property in the Canal 
Zone. The treaty provides that this prop
erty which is to be retained by the 
United States after October 1, 1979, will, 
over the life of the treaty between now 
and the year 1999, be turned over to 
Panama so that in the year 2000 all such 
property will have been turned over to 
Panama. 

The House version on H.R. 111 pro
vided that "No property o-f the United 
States located in the Republic of Pan
ama may be disposed of except pursuant 
to law enacted by the Congress." The 
Senate version of H.R. 111 contained no 
such provision. The Panama Canal 
Treaty of 1977 simply specifies, "Upon 
termination of this treaty, all real prop
erty and nonremovable improvements 
that were used by the United States of 
America for the purposes of this treaty 
and related agreements. * * *" shall be 
transferred to Panama. But until the 
termination of the treaty in 20 years, all 
areas and facilities actually used by the 
United States shall remain as U.S. prop
erty except that transfers may be made 
as jointly agreed to by the United States 
and Panama. 
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The 45 percent of the property to be 
retained by the United States as of Octo
ber 1, 1979, was carefully selected in order 
to preserve in U.S. hands the efficient op
eration and adequate security of the 
canal. No timetable other than the 20 
year treaty termination was agreed upon 
respecting future transfers of the re
maining 45 percent of the current U.S. 
property. Surely the American people, 
who were exposed to months of soothing 
public assurances by the State Depart
ment and other spokesmen for the Carter 
administration, expect that the final, 
major transfer will occur 20 years from 
now. But there is nothing in the treaty 
which requires that any U.S. transfer to 
Panama of all our property there be de
ferred for the life of the treaty. H the 
United States and Panama were to agree 
to accelerate the transfer of U.S. prop
erty to Panama, that transfer could be 
accomplished under the treaty. 

Notice of complete transfer could le
gally occur on October 2 or a month later 
or a year later. 

I have no doubt that, as soon as 
this implementation legislation may be 
passed, the current regime in Panama 
will begin to agitate for an acceleration 
of the transfer to Panama of the remain
ing U.S. property. The question is, How 
will the United States respond to a re
newed series of demands? 

The House bill, which provided that all 
future transfers be passed by both Houses 
of the Congress, provided some good pro
tection for U.S. interests. But the con
ference on this bill threw out the protec
tion afforded in the House bill and pro
vided that the Congress shall have no say 
in determining when the U.S. property 
retained in Panama after October 1, 1979, 
shall be transferred to Panama. 

The conference report injected new 
language into the H.R. 111 implementa
tion legislation which would provide that 
"the Secretary of State may convey such 
property from time to time in accordance 
with the treaty and related agreements." 
The language inserted by the conference 
would require the President merely to 
inform the Congress 180 days before any 
such transfer of U.S. property in Pan
ama would be made. But the conference 
report gives neither House the right to 
veto any such transfer. The provision is 
only a cosmetic protection. In order to 
stop an ill-advised transfer, the Congress 
would have to pass new legislation re
pealing the authority granted the Presi
dent in this pending bill. The President 
would almost surely want to veto such 
legislation. So it would require a congres
sional override of a veto to stop an accel
erated transfer of U.S. property to Pan
ama if the President were determined to 
surrender early the rest of our property 
rights in Panama until now deemed nec
essary for the safe and efficient operation 
of the canal. 

I consider it very unwise to abdicate 
congressional authority for transfer of 
U.S. property to such an extent that it 
would require a two-thirds vote to over
ride a Presidential veto in order to pre
vent a precipitous withdrawal of the 
United States from our property in 
Panama. 

Can anyone doubt that the Panama
nians will not immediately, perhaps even 
next month, begin to agitate for an ear
lier transfer of the remaining U.S. prop
erty to them. 

Can anyone assure us that this admin
istration or a future administration will 
not want to cave in to radical agitation 
designed to accelerate the exit of the 
United States from the canal we built? 

I, for one, have no confidence in the 
backbone of the State Department tore
sist such demands. 

By passing this implementation legis
lation with its hundreds of millions of 
dollars of benefits from the United States 
for Panama, we will not have bought re
spect or gratitude from Panama, or from 
the Sandinistas in Nicaragua, or from the 
Castro regime in Cuba, or from Marxist 
elements elsewhere in the Caribbean or 
elsewhere in Latin America. Contrary to 
the expectations of some, I believe that 
anti-U.S. agitation will continue to grow 
as long as such agitation is profitable to 
the agitators. 

This Panama Canal Treaty of 1977 
was opposed by a majority of the Ameri
can people, but the President, the State 
Department, the major news media, and 
a constant flow of Government-funded 
propaganda managed to squeak the 
treaty through by a tiny margin. 

Considering the narrowness of the 
margin of the passage of the treaty and 
the changes wrought in this body by the 
1978 elections, I think it is fair to say 
that this treaty would not have been 
able to win approval had it been sub
mitted during this Congress rather than 
the previous Congress. 

This is most certainly not the time to 
abandon congressional oversight in this 
matter. We do not know to what expedi
ents the current administration will be 
led. It is not safe to predict what this 
administration will do in the area of 
foreign and defense policies. 

The House provision that future trans
fers of U.S. property to Panama must 
be enacted by the Congress represents 
much more than an attempt to retain 
the arguable prerogative of the House. 
The provision was a protection for the 
people of the United States. It protected 
Americans from missteps by the State 
Department and a President. 

If this legislation passes in its present 
form, there is nothing in the law to pre
vent President Carter from transferring 
the balance of U.S. property now in the 
Canal Zone to the Republic of Panama 
before his term of office is over. The 
American people, though they opposed 
the treaty itself, at least have been 
given the impression that our physical 
withdrawal from Panama will be delayed 
for 20 years. 

If this legislation passes, those who 
support it may be in for a rude shock. 
The voters may hold them accountable 
when, acting under this bill, a President 
cuts and runs in the face of renewed 
agitation from Panama. At such a time, 
it will be a lame answer to say to an 
irate constituency: "I can't do anything 
about it. The President was given this 
authority by an act of the Congress." 

We have watched the President and 

the State Department force an anti
Communist government out of Nica
ragua. We are now watching the new 
regime in Nicaragua, one with strong 
Marxist overtones, consolidate its power 
by setting up neighborhood spy networks 
on the Cuban model and by confiscating 
assets of the Nicaraguan people. We have 
even seen the new Nicaraguan regime 
declare its revolutionary solidarity with 
the Communist regime in Vietnam. 

The American people need a check on 
the disastrous foreign and defense poli
cies of this administration. The best 
check we can provide with respect to this 
implementation legislation is to write 
into the law that future property trans
fers to Panama require congressional ac
tion. This conference report does not 
provide a congressional check and should 
be defeated. 

Mr. President, the bottom line is this: 
The agreement in implementation of ar
ticle III of the Panama Canal Treaty 
contains a schedule of transfers to be 
made to Panama between October 1, 
1979, and the year 2000. Members should 
note that a provision of this article says: 

Annex A of this Agreement shall be ex
amined every 5 years or by agreement be
tween the two Parties. 

This means that this schedule holds no 
water at all, that a simple agreement on 
an accelerated transfer of property be
tween the two parties can alter com
pletely this schedule of transfer. 

It would be no violation of the treaty, 
none whatever, to require that future 
transfers be approved by Congress. Ire
peat; it would be no violation whatever 
of the treaty. 

Mr. THURMOND. Mr. President, I 
yield the distinguished Senator from 
North Carolina such time as he may 
require. 

Mr. HELMS. Mr. President, approval 
of this conference report, should that ap
proval come-and I fervently hope it will 
not-will be the concluding act in an un
seemly drama conducted against a back
ground of the disintegration of· U.S. in
fluence and power. Those who vote to 
approve this report will be voting to ap
prove the surrender of the Panama Canal 
to forces hostile to this country. No other 
face can be put upon it. 

All Senators who ever opposed the 
giveaway of the canal should be put on 
notice that that giveaway is in the proc
ess of happening now, if this conference 
report is approved. 

The approval of this conference re
port is an irresponsible act. I realize that 
there are those who would have us be
lieve that it would be irresponsible not 
to approve the canal implementing leg
islation; but responsibility goes much 
deeper than superficial appearances. We, 
as Members of the U.S. Senate, have a 
fundamental obligation to uphold our 
Nation, to uphold our people, and to up
hold our history. The surrender of the 
canal is a surrender of part of our Na
tion, in my opinion; it is an insult to our 
people, and repudiation of our history. 

This Senator from North Carolina has 
heard that some Members of this body 
declare that the issue was decided when 
the Senate approved the resolution of 
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ratification of the Panama Canal trea
ties. At the time that the resolution was 
approved, the polls showed that 75 per
cent of the American people still disap
proved of the canal giveaway. The politi
cal pundits predicted that this attitude 
would fade. They were wrong. Instead, 
a number of our former colleagues-and 
I emphasize the word "former"-who 
voted for the resolution have faded away 
from our deliberations. There is no ques
tion that the Panama Canal issue played 
a significant role in the elections in 1978. 

In the past year, the attitude of the 
American people has, if anything, 
strengthened. All of us know what hap
pened on this floor yesterday with re
gard to defense spending. All of us know 
that such an expression of opinion would 
not have happened even a year ago. The 
American people have become deeply 
aware and deeply concerned about the 
position of the United States in the 
world today. They see that the United 
States appears to be growing weaker. 
They see that the United States is un
able to influence events in Africa, in the 
Middle East, and in Latin America. They 
cry out for leadership, for strength, for 
courage. What they get, in large meas
ure, is negativism, withdrawal, and 
defeat. 

Mr. President, this morning's paper 
reports that the Associated Press-NBC 
News poll shows that Americans give 
President Carter a 19-percent approval 
rating-the lowest approval rating since 
the poll began asking the question 30 
years ago. 

But I take no partisan comfort in that. 
The same poll shows that Americans 
give Congress even less-only 13 percent 
give Congress a good rating. 

All the political experts said that the 
Panama Canal meant nothing to the 
American people, that it did not touch 
deeply their lives or their pocketbooks. 
But the experts were wrong. The Panama 
Canal is a symbolic issue which has deep, 
intense meaning, not only in itself, but 
in its relation to all of our international 
policies. 

There may be some in this broad land 
of ours who look upon a nation as an 
empty edifice, easily manipulated, chang
ed, altered, modified to suit some narrow 
purpose. But the majority of our people 
look upon the Nation as a moral entity, 
to which they owe loyalty and allegiance. 
After all, a country is not a thing; it is 
a living, breathing organism. It is a col
lective person, with all the personality 
and spirit of an individual person. Alle
giance is not only to the Nation, but to 
the idea of the Nation and the principles 
of the Nation, and it is an obligation 
which sometimes surpasses understand
ing. 

The Panama Canal had assumed the 
role in the United States as a heroic 
achievement, part of the code of honor 
and obligation under whtch we live. There 
is a sense of the word "myth," which 
means not a false story, but a super
human story that somehow embodies in 
a narrative the ideals of a people. Ameri
can people come from all races and 
creeds, and they do not have the ad
vantage of a common folk heritage. But 
the Panama Canal, the heroic task of 

constructing it, the efficiency and im
partiality with which we ran it, con
tributed deeply to the unconscious self
esteem which is necessary to the leader
ship role of a great nation. 

But even on a more conscious level, the 
Panama Canal represented a forward 
position of the United States, an expres
sion of our influence. Practically, it meant 
that the United States was a powerful 
nation, able to control the transportation 
routes which were essential to its destiny 
and survival. There are few nations in 
the world which are truly independent. 
Almost all nations have to depend for 
their security and independence upon the 
strength of a great nation. The Panama 
Canal Zone became the tangible expres
sion of the dignity and importance of our 
Nation. This, I think, is the perception 
of the American people. 

There is another aspect, also; and that 
is the symbolism of the canal to the other 
nations of the Western Hemisphere. We 
were told over and over again that the 
canal had become a running sore among 
Latin Americans, the veritable essence 
of Yankee Imperialism. This was cer
tainly not true in my experience in Lat
in America. The leftists of Latin Amer
ica, like the leftists anywhere, are op
posed to the United States not because of 
our policies and our attitudes toward 
Latin America, but because we are aNa
tion founded upon private enterprise and 
freedom. Socialists are always upset 
when socialism is repulsed. Moreover, hu
man nature is a deeply flawed human 
nature; one can appeal to the good 
things in people, but one can also appeal 
to emotions of greed, envy, and hatred. 
Ill will is not stirred up by situations, 
but by consciously appealing to the evil 
in our nature. 

Moreover, the Panama Canal is a 
symbol of strength, or it was, a symbol 
which meant a great deal to many coun
tries of the Western Hemisphere. 

I suggest that a weak leader is a 
dangerous leader. The surrender of the 
Panama Canal in the face of threats was 
perceived as a sign of weakness in every 
South American country I visited, and I 
visited countries representing at least 
75 percent of the population, the geo
graphic area, and the gross national 
product of that continent, and I found 
without exception that instead of gain
ing goodwill by the surrender of the 
Panama Canal, the United States gained 
only contempt, fear, and uncertainty. 

You can bet your boots, Mr. President, 
that our enemies also quickly perceived 
our weakness. During the treaty debate, 
many of us tried to point out that Omar 
Torrijos, besides being a person of con
temptible morals engaged in gangster
like activities such as prostitution and 
dope-running, was a Marxist-oriented 
dictator trampling upon the human 
rights of his own people, a leader who 
would soon take Panama into the pro
Marxist, anti-American orbit. 

I remember, Mr. President, our be
loved colleague, Senator Jim Allen was 
especially eloquent in this regard. Jim 
Allen lies dead in Gadsden, Ala., now, 
and I shall always believe that the stress 
of leading the debate on this issue short
ened the life of that great American. 

Senator Allen's arguments and the 
arguments advanced by the rest of us 
were hotly denied on this floor, but I 
submit, Mr. President, that events have 
proved the whole story to be correct. 

At the very time that the Carter ad
ministration was plotting, and no other 
word can be appropriately used, was 
plotting the giveaway of the canal, Omar 
Torrijos was telling officials of our Gov
ernment that he was planning to over
throw the legally elected Government of 
Nicaragua, as well as the legal Govern
ment of El Salvador. The truth is now 
known; Torrijos was working directly 
with Castro, as Castro's agent, to supply 
arms, men, and logistical support to the 
Sandinista guerrillas to destroy the so
cial fabric of Nicaragua. He was smug
gling guns out of Miami, with the con
nivance of the State Department which 
issued the permits, and he was shipping 
them to Nicaragua. More recently, at 
the so-called "nonalined" conference in 
Havana, Omar Torrijos and so-called 
"President" Royo, a man who was never 
elected in a free election, boasted about 
how they were going to take over the 
Panama Canal whatever the treaty or 
whatever the implementing legislation. 

Shortly after the treaties were ap
proved, the Soviets immediately began 
to build up their forces on Cuba. First it 
was the introduction of the Mig-23's
aircraft which I believe even now are fit
ted with a nuclear capability. Then it 
was the introduction of a Soviet combat 
brigade, and so on. 

This Soviet penetration of our hemi
sphere has come about principally be
cause we have lost our military rights 
in Panama, we have lost our sovereign 
rights in Panama, and we will soon exist 
there only at the sufferance of a Marxist 
dictator. The whole Caribbean is becom
ing a Marxist lake, with Cuba as the base 
and Panama as the kingpin. It is highly 
significant the 75 percent of our im
ported oil comes in through the Carib
bean-oil from Venezuela, oil that is 
cracked and processed in the Virgin 
Islands, oil that is off-loaded from 
Alaska tankers and Middle East tankers 
for shipment to gulf ports. That is three 
barrels of oil out of every four imported
all coming in through the Caribbean. 
Because of our foolishness in giving up 
the Panama Canal, the Soviets and their 
allies are moving in to be in a position 
where they can choke off our supply. 

Make no doubt about it; the giveaway 
of the canal is a giveaway of our 
strength. Our use of the canal is placed 
in jeopardy by the treaties themselves. 
Once we give up our sovereign rights, 
we no longer have any right to defend 
the canal unless Panama gives us per
mission. International law is clear on this 
point; if the host country says we must 
get out, then we must get out, whatever 
the treaties say. 

I find it highly significant, therefore, 
that the conference report on this bill
rejecting both House and Senate ver
sions-now provides that the President 
can give away what remains of the canal 
simply by providing 180 days notice to 
the Congress. Mind you, there is no veto 
power on this by Congress; it is simply 
notification. Anyone who votes for this 
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conference report is voting to give the 
President the power to give away the 
canal at a rate even faster than the 
treaty provides. If you want your voting 
record to show that you voted to give 
the President power to give away the 
canal , then vote yes on this report. 

Mr. President, when the canal treaties 
were presented, we were told repeatedly 
that they would not cost the American 
taxpayers one cent. I heard the President 
of the United States on television saying 
it will not cost one dime. But since then 
we have discovered that in terms of ac
tual outlays and in terms of revenues for
gone by the U.S. Treasury this giveaway 
of the Panama Canal will cost the Amer
ican taxpayers, at a minimum, $4 billion, 
and as a result of changes made by the 
conference the taxpayers will be forced 
to pay more than $800 million to $1 bil
lion more than they would have paid 
under the House bill. 

Mr. President, the bottom line is this: 
If anyone wants to gouge the American 
taxpayers, then he should vote for this 
conference report, because it has simply 
made bad matters worse. 

The giveaway of the Panama Canal is 
an act which the American people in 
the vast majority regard as the height of 
irresponsibility and to approve the im
plementing legislation for an irrespon
sible act is double irresponsibility. 

I , therefore, urge my colleagues to re
ject the report. 

I thank the Chair and I thank the dis
tinguished Senator from South Carolina 
for yielding to me. 

The PRESIDING OFFICER. Who 
yields time? 

Mr. LEVIN. Mr. President, I yield my
self 3 minutes. 

First of all , I acknowledge the remarks 
of Senator THURMOND, Senator WARNER, 
Senator HuMPHREY, and Senator HELMS, 
which were made relative to the manage
ment of the bill which we do appreciate. 

Mr. President, at this time I yield back 
all of the remainder of my time except 
for 10 minutes. 

Mr. THURMOND. Mr. President, I 
yield back all of my time except 10 min
utes. The 10 minutes reserved to each 
side will be used tomorrow prior to the 
vote. 

Mr. LEVIN. Mr. President, I suggest 
the absence of a quorum. 

The PRESIDING OFFICER. The clerk 
will call the roll. 

The assistant legislative clerk pro
ceeded to call the roll. 

Mr. ROBERT C. BYRD. Mr. President, 
I ask unanimous consent that the order 
for the quorum call be rescinded. 

The PRESIDING OFFICER (Mr. 
LEVIN). Without objection, it is so 
ordered. 

EXECUTIVE SESSION 

Mr. ROBERT C. BYRD. Mr. President, 
I ask unanimous consent that the Senate 
go into executive session for not to ex
ceed 5 minutes to consider the nomina
tion designated as Calendar Order No. 
342 on the Executive Calendar. 

Mr. BAKER. Mr. President, reserving 
the right to object, and I will not object, 
the item identified by the majority leader 

has been cleared on our calendar, and 
we have no objection to its consideration. 

The PRESIDING OFFICER. Without 
objection, it is so ordered. The clerk will 
state the nomination. 

THE JUDICIARY 

The assistant legislative clerk read the 
nomination of Matthew J. Perry, Jr., of 
South Carolina, to be a U.S. district 
judge for the district of South Carolina. 

Mr. HOLLINGS. Mr. President, it is 
a pleasure to move the confirmation of 
the nomination of the Honorable Mat
thew J. Perry, Jr. , judge of the U.S. 
Court of Military Appeals, who has been 
nominated by President Carter to serve 
on one of the newly created seats for the 
District Court in South Carolina. After 
considering this nomination, I am confi
dent that this body will agree that he is 
exceptionally well qualified to serve on 
the District Court. 

On November 8, 1978, the President 
issued an Executive order setting the 
standards for the merit selection of the 
newly created district judgeships. In 
compliance with his wishes, I established 
a Merit Selection Committee on Decem
ber 13, 1978, to review the qualifi : ations 
of the individuals who wished to be con
sidered for the positions. The committee 
represented an accurate cross section of 
the people of South Carolina and in
cluded two incumbent district judges, 
three attorneys (including the presi
dent-elect of the bar) , two college presi
dents , two blacks, two women, Demo
crats, Republicans, a balanced geograph
ical representation, and a variety of 
political persuasions. As I believe is evi
dent from the caliber of individuals they 
recommended to me, they did an out
standing job. I wish to thank Federal 
District Judge Robert Hemphill, chair
man of the committee, Ross Anderson, 
Mrs. Philip H . Arrowsmith, Judge Sol 
Blatt, Jr., Mrs. Charles Gibbs, George 
Dean Johnson, Dr. Joab Lesesne, Dr. 
Maceo Nance, Dr. I. D. Newman, and 
Morris Rosen for their participation on 
this committee. They can take pleasure 
in knowing that their recommendations 
are worthy of the time, effort, and at
tention they devoted to select them. 

After the formation of the committee, 
I_ referred to them all of the letters, peti
twns, and memoranda of telephone con
versations which were submitted by or 
for the individuals interested in one of 
the judgeship positions. In addition, the 
chairman contacted the South Carolina 
Bar, the Trial Lawyers Association, other 
legal associations and publications, and 
the news media seeking other names for 
the committee's consideration. A total of 
62 .names were submitted to the com
mittee and each individual was sent the 
questionnaire for prospective nominees 
for the U.S. circuit judgeship so that the 
committee would have a uniform stand
ard of comparison for use in this screen
ing process. After several weeks of study 
consideration, and review, the commit~ 
tee provided me with the names of the 
11 people whom they concluded to be 
best qualified for the judgeship. From 
these recommendations, I selected three 
men to refer to the President, Judge 
Perry, Falcon B. Hawkins of Charleston, 
and C. Weston Houck of Florence. I hope 

you will agree they are eminently quali
fied and exceptionaly well prepared to 
serve on the bench and that you will 
confirm Judge Perry today. 

Judge Matthew J. Perry, Jr., was born 
on August 3, 1921, in Columbia, S.C. He 
is a graduate of South Carolina State 
College where he received his bachelor 
of science degree in 1948. In 1951, he 
was awarded his bachelor of law degree 
from State College, where he was an 
outstanding student, and began prac
ticing law after his admission to the 
bar. 

The President's Executive order con
tains a provision that any and all nomi
nees for the district court have experi
ence in the Federal judiciary. That 
provision was written for Matt Perry, 
because he grew up in the Federal 
courts. He has now practiced in the Fed
eral courts for 28 years and has per
formed in an outstanding fashion. He 
handled many of the significant civil 
rights cases in South Carolina and has 
been an integral part of the mature 
leadership in the State that achieved 
the peaceful desegregation of the schools 
and public places. It was Judge Perry 
who argued and won the case which led 
to the desegregation of Clemson College 
in 1963. The Clemson case ended segre
gation in institutions of higher learning 
in this country. It was Judge Perry who 
represented men and women in both 
small and significant cases. He had the 
interest of us all in his heart and mind, 
and it is fitting that he be honored by 
being confirmed as one of the first black 
Federal judges in the Deep South since 
the Reconstruction. 

Matthew Perry has already been hon
ored by being confirmed by this body to 
serve on the U.S. Court of Military 
Appeals . If confirmed today, he will 
serve as an inspiration for us all-for 
young blacks who will see that blacks 
with integrity and intelligence will make 
it in the South, for the poor, because 
they will see that hard work and dedi
cation will be rewarded, and for us all 
because he will display compassion, fair
ness, and competence in the perform
ance of his duties. 

Mr. THURMOND. Mr. President, I 
join in approving the confirmation of 
this nomination. 

Matthew J. Perry, Jr., was born in 
1921 in Columbia, Richland County, S.C. 
He graduated with a B.S. in business ad
ministration from South Carolina State 
College, and LL.B. degree from South 
Carolina State College. He served in the 
Army for 3 years. He started out in pri
vate practice in Spartanburg, and then 
he moved to Columbia to practice law. 
He was an adjunct teacher of law at the 
University of South Carolina from 1973 
to 1975. Upon my recommendation he 
was appointed in 1976 to the U.S. Court 
of Military Appeals in Washington, D.C. 

Incidentally, Judge Perry was chosen 
as South Carolinian of the Year in 1976 
by the Cosmos Broadcasting Co. He has 
an honorary doctor of humanities de
gree from Francis Marion College in 
1977; an honorary doctor of humanities 
degree from Lander College in 1979; and 
he received a Distinguished Native Son 
Award by the South Carolina Conference 
of Branches, NAACP. 
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Mr. President, Judge Perry is an able 
lawyer and a man of high character. He 
has a splendid reputation, and I whole
heartedly endorse him and shall support 
him. 

The PRESIDING OFFICER. Without 
objection, the nomination is confirmed. 

Mr. HOLLINGS. Mr. President, I move 
to reconsider the vote by which the 
nomination was confirmed. 

Mr. THURMOND. I move to lay that 
motion on the table. 

The motion to lay on the table was 
agreed to. 

Mr. HOLLINGS. Mr. President, I move 
that the President be notified of the 
confirmation of the nomination. 

The motion was agreed to. 
Mr. THURMOND. And I ask that 

Judge Perry be notified. 
Mr. HOLLINGS. I thank the majority 

leader for his cooperation and help. 
Mr. THURMOND. I thank the ma

jority leader, too. 
Mr. ROBERT C. BYRD. The Senators 

are welcome. 

LEGISLATIVE SESSION 

Mr. ROBERT C. BYRD. Mr. President, 
I ask unanimous consent that the Sen
ate resume the consideration of legisla
tive business. 

The PRESIDING OFFICER. Without 
objection, it is so ordered. 

ROUTINE MORNING BUSINESS 

Mr. ROBERT C. BYRD. Mr. President, 
I ask unanimous consent that there now 
be a brief period for the consideration of 
routine morning business of not to exceed 
12 minutes, with Senators permitted to 
speak therein up to 3 minutes each. 

The PRESIDING OFFICER. Without 
objection, it is so ordered. 

IRS PRACTICES AND POLICIES 

Mr. MELCHER. Mr. President, we all 
regularly get appeals from constituents 
for help in dealing with the "tax collec
tor." I began to suspect some time ago 
that these were more than isolat-ed cases, 
and there are some serious problems de
veloping in the day-to-day practices of 
the IRS. 

Now the editors of the Practical 
Accountant have published the results 
of a survey taken among several dozen 
prominent tax accountants which also 
points to several serious problems in IRS 
practices and policies. I would hope that 
Commissioner Kurtz would take a close 
look at the results of this survey and see 
what can be done to alleviate these con
cerns. I also want to share this good ar
ticle with my colleagues and I ask unani
mous consent that it be printed in the 
RECORD at this point. 

There being no objection, the article 
was ordered to be printed in the RECORD, 
as follows: 

In their day-to-day dealings with the IRS, 
accountants frequently encounter trouble
some situations. The Practical Accountant, 
in an effort to spotlight some of the problem 
areas, surveyed several dozen prominent tax 
practitioners (including some of the mem
bers of our Editorial Board). We asked them 
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to tell us about the major problems they, 
or their firms, face in dealing with the IRS 
and to cite specific examples, where ap_;:>ro
priate, of their difficulties. 

Before getting into the results of our sur
vey, however, some comments are in or-der 
so that the survey will be viewed from the 
proper perspective. As we all know, the IRS 
is, of necessity, a huge bureaucracy com
posed of a very large number of people, about 
14,000 of whom are in the examination func
tion. Some of these people are more capa
ble than others and some have better dis
positions than others. Most of them are peo
ple trying to do a difficult job. They don 't 
always do this job well and they don't al
ways get along with practitioners (which is, 
of course, often the fault of the practi
tioner). Yet, many observers feel that the 
good generally outweighs the bad. Moreover, 
many problems with the IRS stem not from 
people, but from the IRS's computer sys
tem, the size and complexity of which stag
gers the imagination. 

Nonetheless, it is only by airing these prob
lems, whether real or fancied, that they can 
be resolved. (This, of course, is the function 
of the many IRS liaison committees of the 
various accounting organizations.) With this 
goal in mind, we present what our respond
ents told us, broken down into the following 
three areas: ( 1) handling tax audits, ( 2) 
dealing with IRS offices, and (3) requesting 
extensions. 

HANDLING TAX AUDITS 

The most serious practitioner complaints 
about the IRS were, as might be expected, 
related to tax audits. 

JUDGMENT 

Many practitioners were critical of the 
judgment of Revenue Agents who raised triv
ial or frivolous issues. Here are some of the 
comments: 

"I guess my major complaint against the 
IRS is that it has poorly trained Agents. Of
ten, where Revenue A~ents spend an inor
dinate amount of time on an audit and turn 
up nothing of substance, they develop far
out screwball issues to try to justify their 
time on the case." 

"Many Agents seem to raise every conceiv
able issue without exercising discretion re
garding the merits of the issue. They seem to 
be insensitive to the time being spent in de
bating frivolous issues which are ultimately 
dropped." 

"The raising of weak arguments by IRS 
Agents is causing taxpayers to incur large 
amounts of time and expense in pursuing 
administrative appeals or in litigation." 

"Revenue Agents a.ppeu to be straining for 
deficiencies. They routinely propose adjust
ments without merit, apparently in the hope 
that the taxpayer will compromise at a high
er administrative level to save time and ex
pense. Many taxpayers are openly question
ing the fairness of the IRS' audit activities. 
The IRS auditors seem less willing to apply 
reason and more willing to act arbitrarily." 

"Agents appear to be more interested in 
obtaining additional taxe.s than in admin
istering the tax laws . This attitude results 
in discussions with Agents being fruitless, 
since they are not really interested in the 
possible merits of the practitioners' inter
pretation of the tax law." 

Another common com"C laint was about the 
reluctance of Agents to make decisions. Here 
are some of the comments in this regard: 

"Many Agents, despite their training, find 
it difficult to come to grips with the issues 
involved. They will spend a great deal of 
time with the procedural asr ects of the au
dit, and then find it difficult to come to sub
stantive decisions. As a result, many cases 
that should be resol.-ed at the Field Agent 
level end up in Appellate." 

"Agents are not interested in making final 
decisions. They would prefer that we take 

the problem to the next level. We have had 
t o endure re;:eated visits by Agents because 
they don't act on thir own; t hey must con
stant ly confer wit h t heir supervisors. As a 
result, some practitio.::lers ask for an assess
ment immediately, without any discussion 
at all and then go to Appellate for a hear
ing." 

" It seems as t hough many Revenue Agents 
have litt le or no decision-making ability. 
This often necessitates several meetings with 
both the Agent and his su_;: ervisor before a 
con clusion is reached. The result is increased 
account ing and legal fees being incurred by 
t axpayers under audit." 

One practice that many accountants found 
particularly frustrating is the raising by 
Agents of new issues which are not based 
on any new factual findings. This seems to 
occur after a second or third visit. Practi
t ioners en: ountering this practice contend 
t hat a well-trained Agent should be able to 
raise all of the pertinent issues at the first 
sitting and that raising new issues on a sub
!Oequent visit merely causes unnecessary de
lay. 

CU RRENT AUDITING PROCEDURES 

The most common complaint practitioners 
have about IRS audit procedures has to 
do with the current crusade against T & E 
dedt·ct ions. Said one practitioner: 

"Agents have become 'penny wise and 
pound foolish' in the ex1minat1on of travel, 
entertainment, and automobile expenses. 
These expenditures are being reviewed in 
great detail , and minor adjustments then 
proposed. This is a waste of time and money 
for both the taxpayer and the IRS." 

Another accountant m.:tde a comment in a 
similar vein: 

"Revenue Agents examining smaller cor
porations seem to be going primarily after 
the T & E and commuting type of expense. 
They seem to spend a lot of time in these 
areas , looking for minor adjustments, rather 
than examining those returns that would 
appear to produce more revenue." 

Many practitioners commented on the IRS' 
effort to toughen up enforcement of the T & E 
rules, especially as they relate to officers and 
shareholders. One accountant commented: 

"Agents seem to be getting tougher in re
quiring support for travel and entertainment 
expenses, . especi1lly automobile expenses. 
They now want the specific mileage used for 
personal purposes versus the mileage used for 
business purposes. In a number of cases, 
they have requested proof of ownership and 
proof of depreciable basis, and are raising 
similar questions which heretofore had not 
been raised." 

Another comphint was about the "woojen 
approach" which many Agents take in ac
cumulated earnings cases. Said one prac
titioner: 

"A corporation may clearly not be subject 
to the penalty tax, perhaps by re : son of hav
ing met the Bardahl formula, but quite often 
Agents will not relent on this issue. Rather, 
they will seek far-fetched theories to support 
a penalty tax assessment. In one situation, a 
corporation had redeemed all of the stock of 
its major shareholder by means of a debt 
obligation payable out of earnings. In an 
examination of the return for the year of 
redemption, the Section E31 issue was raised 
and later resolved in Appellate in favor of the 
taxpayer. Moreover, Appellate also held that 
the debt obligation constituted a true debt 
and that the interest thereon was dejuctible 
by the corporation. The major portion of the 
debt was extinguished in the seventh year fol
lowing the year of the redemption. Yet, a 
Revenue Agent ex.:tmining that later year 
(i.e., the one in which the debt was largely 
extinguished) again raised the issue of Sec
tion 531-an utterly ridiculous situation." 

Still another complaint was about the ten
dency of Examining Agents to substitute the 
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findings and recommendations of Specialist 
Agents (such as Engineering and Interna
tional Operations Agents) for their own 
judgment. Although the findings of a Spe
cialist Agent are often arbitrary, the Exam
ining Agent's position will "freeze" and he 
will close his mind to any attempts by the 
practitioner to convince him to the con
trary. 

Another grievance concerns the IRS' tak
ing inconsistent positions to protect the 
revenue. For example, the IRS will deny a 
disputed dependency exemption to both the 
husband and the wife. While practitioners 
recognize that the IRS does this to avoid 
being "whipsawed" (i.e ., agreeing with the 
position of one party and then losing to the 
other party in court), the Service should 
nonetheless decide which of the two ad
verse parties is right and do justice to that 
party. 

Although, on the whole , IRS personnel 
honor powers of attorney, some practition
ers have reported occasional instances of an 
IRS employee contacting a taxpayer directly, 
instead of through the representative whose 
power of attorney is on file . In such situa
tions, especially in collection matters, the 
IRS employee, in the absence of the repre
sentative, sometimes "comes on very 
strong." (One practitioner reported some 
isolated instances of Agents suggesting to 
taxpayers that professional help was really 
not necessary.) In sensitive cases (e.g., a 
fraud or crimin9.l case) , the failure to hon
or a power of attorney can be extremely 
serious. 

TIME-WASTING POLICIES 

Certain audit policies and procedures were 
criticized as resulting in a waste of time and 
money. Here are some specifics: 

An Agent is no longer allowed to close a 
collateral examination by using a copy of the 
return supplied by the representative. In
stead, he must wait until he receives the 
original filed return. 

Where there is an agreed deficiency for one 
year and an agreed overpayment for another 
year, there is no procedure for offsetting one 
against the other. The deficiency is assessed 
in full , and pressure put on the taxpayer for 
payment, while t he overpayment slowly 
winds its way through the refund procedure. 
This often results in the taxpayer having 
to plead futilely with a Collection Officer 
(who is not concerned with the problem) and 
then having to go over his head in an effort 
to resolve the situation. 

Note: A way to avoid this problem where 
dual-examinations are invoked is to ask the 
Field Agent to process the case so that the 
two years "offset" each other. 

The IRS' policy of insisting that audits 
take place at the taxpayer 's premises is ex
pensive for taxpayers. There would be a con
siderable saving in accountants fees if an 
audit were conducted at the practitioners 
office instead. (Under the present policy, rea
sons usually have to be concocted to get a 
change of location to the accountant's 
office.) 

THE REVIEW FUNCTION 

The IRS' review procedure also received its 
share of brickbats. Two major complaints 
were about the long delays in the review pro
cedure and the frequen t overturning of 
agreed-to adjustments on review. Moreover, 
some practitioners sense a reluctance by re
view personnel to reverse an Agent's findings . 
Some comments: 

"Revenue Agents' reports are often ac
cepted by Review notwithstanding adjust
ments that are obviously incorrect. Although 
the review staff is quick t o raise new issues, 
they rarely question those issues raised. by 
an Agent. As a resul t, needless time is spent, 
and needless expense incurred, in taking the 
case to the Appellate level when the issues 
could have been corrected by Review." 

"We have recently experienced cases in 

which Agents have taken positions clearly 
not in accord with the law, and found that 
neither their immediate supervisors nor the 
re;riew staff was willing to reverse these posi
tions. We wonder whether the authority of 
the review staff has been curtailed so that 
they no longer protect the taxpayer, but 
only defend the Government's interest, and 
whether the level of competence has declined 
to the point that even the review staff does 
not understand many provisions of the law." 

SHORTCOMINGS IN COORDINATED AUDITS 

A tax partner in a Big 8 firm voiced anum
ber of criticisms about the IRS' Coordinated 
Audit Program (used to audit large multi
office companies). Incidentally, s ::.me of these 
critic isms were similar to those raised in 
audits of smaller companies. Among these 
criticisms were: 

1/ Lack of planning and control. There is a 
lack of coordination among IRS districts 
and between Specialis-t Agents and Examin
ing Agents. Fer instance, multiple requests 
are often made for the same information. 

2/ Unnecessary data requests . 'Ihe infor
mation requested from the taxpayer is often 
not necessary for a determination of its 
liability but seems to be requested merely 
to "fatten the case file." 

3/ Inconsistencies . Often, an Agent will 
disallow a deduction in one year because it 
should have been taken in the following 
year while another Agent ex.lmining that 
following year will disallow the same item 
on other grounds. 

4/ Inadequate Specialist Agents. Specialist 
Agents at times are not qualified in their 
field of specialization and they are not co
crdinated into the overall examination. It 
seems that they determine their adjustments 
in advance, without regard to the particular 
facts of the taxpayer's situation. 

5/ Lack of candor. There are instances 
where Agents have contacted company per
sonnel and third parties without the knowl
edge of the company's tax manal?e~. It also 
seems that many Agents are ra1smg non
substantive issues to use as tradeoffs at a 
later time. 

6. Other shortcomings. Other complaints 
include the tendency of ca£e managers to 
pass the buck to Appellate lnste~d of a~cept
ing responsibility for the resolut10n of 1ssues, 
not identifying issues until the end of the 
audit, refusing to accept prior Appellate de
cisions, and proposing adjustments that have 
no precedent. In addition, reviewers overturn 
agreed cases more often than they should. 

DEALING WITH ms OFFICES 

communications with the IRS, often diffi
cult in the past, has now been further com
plicated by the new laws restricting the dis
closure of tax return information. In addi
tion, practitioners are stlll having problems 
in getting telephone information from Dis
trict Offices and in understanding computer
generated notices. 

NEW DISCLOSURE RULES 

The Freedom of Information Act and the 
Tax Refcrm Act of 1976 require a power of 
attorney from a taxpayer 's representative 
before he can communicate with the IRS on 
the taxpayer's behalf. This has created many 
pro'.:>lems. Often, an Agent will not even talk 
with a practitioner about 2. minor item, such 
as changing the date of an examination, until 
the oractitioner submits a power of attorney. 
Mcreover, even where 2. power of attorney is 
on file, an Agent will usually not discuss a 
tax matter over the phone since he cannot 
quickly ascertain that the power is on file . 
Further, e\·en if the Agent knows that power 
i<> on file , he is sometimes reluctant to dis
cuss the client's affairs because he is not 
certain that the teleuhone c-aller is the per
son named in the power of attorney. 

This caution, in light of the new climate, 
is understandable, but it means that many 
problems that could be resolved with a. brief 

telephone call turn into unnecessarily long, 
drawnout affairs. 

DISTRICT OFFICES 

A number of practitioners cited the age
old problem of either receiving inconsistent 
responses or net getting called b.1ck (despite 
a promi£e to do so) when making telephone 
inquiries of a District Office. They feel that 
it is extremely difficult to get a reliable 
ans .... er from the IRS to a telephone inquiry. 

This i3 especially true in the pe:tsion area. 
A telephone call to a local IRS office for clari
fication, reg.uding both administrative and 
legislative interpretations, rarely results in a 
satisfactory response. Just getting through 
to someone in the pension section can take 
several hours, if not days. And when a prac
titic ner does get through, it often turns out 
that the person answering the phone is not 
adequately trained to respond to even the 
simplest of inquiries. 

COMPUTER NOTICES 

Although computer problems have been 
substantially ameliorated in the past few 
years, several problems continue to frustrate 
accountants. Among them: 

The lack of person-to-person contact. The 
inability to contact hum3.n beings who can 
respond to inquiries, initiate changes where 
appropriate, and correct obvious errors, re
sults in the loss of valuable time both to 
practitioners and to the IRS, increases the 
cost of tax servi : es to clients, and weakens 
confidence in the administration of the tax 
laws. 

Incorrect adjustments. There have been 
numerous instances of "automatic adjust
ments" being proposed by the IRS computer 
system merely because the return presented 
an unu;:ual situation which the computer 
interpreted as an error. Such prcgramming 
errors have generally been corrected, but not 
before C3.USing great expense and inconven
ience to taxpayers. Much time is wasted ex
plaining to Service Centers that a return 
labelled as delinquent is not. 

Laclc of information. Computer-generated 
assessment notices providing for penalties 
and interest are difficult to understand. Ad
ditional information would substantially re
duce much costly and time-consuming cor
respondence. These notices should be ex
panded to include the computation and the 
period of time over which the penalties and 
interest are being assessed. Similarly, data 
relating to payments and credits seem never 
to catch up with the Collection Division's 
activities. (While there is probably no remedy 
for this, the Service should be careful to 
avoid ta1dng such actions as serving levies 
on taxpayers until there has been some kind 
of personal contact. This would at least avoid 
the embarrassment and frustration which 
results from an improper levy.) Finally, the 
difference between a refund claimed and a re
fund approved is seldom spelled out clearly 
in a computer notice. 

One practitioner reported that, on several 
occasions, he experienced the following com
puter goof: He filed a Form 1040-X on which 
a refund was requested. Instead of a refund, 
however, the client received a bill for the 
amount of the requested refund plus interest, 
all of which was to be paid within ten days. 
Calls to the TRS failed to stop a second pay
ment request as much as 30 days later. After 
several phone calls and a letter, the clients 
finally received their refunds. 

REQUESTING EXTENSIONS 

The recurring problem of extension re
<.uests , particularly second requests, and the 
handling of reasonable-cause arguments 
against penalty asc-essments were of major 
concern to practitioners. 

EXTENSION REQUESTS 

Practitioners have generally been turned 
d cwn when requesting an extension for a 
fiduciary return . Many of them feel that the 
IRS should provide for automatic exten-
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sions for fiduciary (and partnership) returns 
as it does for corporate and individual re
turns. One practitioner, whose Form 1041 
extension request was denied, noted: 

"We filed an extension applic3.tion (Form 
2758) for a fiduc iary income tax return on 
which we estimated the tax due as $10,000. 
We had the client pay $5,500 with the appli
cation (the form requests that a minimum 
of 25 percent of the estimated tax be paid 
with the application) . The IRS denied the 
request (sending the denial form to the 
client although it was supposed to have come 
to us ). The denial stated that the extension 
was denied because of the failure to pay the 
25 percent of estimated tax due with the 
application . (It also stated that the return 
must be filed within ten days.) We wrote the 
IRS pointing out that we had followed all 
instructions exactly and that the extension 
must have been denied in error. Although 
the extension was then granted, we had 
already filed the return." 

The Service often denies a second exten
sion request when only perfunctory reasons 
are given or where the explanation is brief. 
(Many practitioners conclude that success 
here is based on wordiness.) Even where a 
giant corporation is involved, brevity usually 
results in failure . The practitioner then must 
appeal the rejection and provide additional 
reason~-which n crmally results in success. 
This turns out to be a costly exercise for the 
client as well as a source of frustration for 
the practitioner. 

Equally annoying to many accountants is 
the inconsistent treatment afforded such re
quest. Sometimes second requests are denied 
even though the taxes estimated to be due 
have already been paid in the form of with
holding tax or estimated tax payments. The 
consensus of opinion here is that the IRS 
would save considerable amcunts of admin
istrative time and energy if it rejected second 
requests in rare circumstances. 

REASONABLE CAUSE 

A final problem in this area relates to the 
tendency of IRS employees not to accept rea
sonable-cause arguments against the impo
sition of penalties. Even where a reasonable
o::~.use statement is included with the tax 
return, penalty notices seem to be mailed 
out automatically. This necessitates addi
tional correspondence and increases costs for 
clients. 

While the above list of problems is by no 
means complete, it represents the most com
mon areas of dissatisfaction. 

THE MILITARY VETERINARY CORPS 
Mr. MELCHER. Mr. President, last 

year during the consideration of the con
ference report on the Defense Appropria
tions Act, I rose to question Pentagon 
efforts to summarily scrap our military 
Veterinary Corps, and to urge further 
study on the mission of the corps. I did 
so because I had not seen adequate justi
fication on the part of the Pentagon for 
moving to phase out the armed service 
Veterinary Corps. 

Again this year, predicated solely on 
the finding of the so-called Maxiums re
port, which the Surgeon General of the 
U.S. Air Force seriously criticizes, the 
Department of Defense is calling for an 
end to the Veterinary Corps. I believed 
last year, and still do today, that these 
moves are based on false economy and a 
poor understanding of the modern mili
tary veterinarian. A Washington Post 
editorial on July 21 entitled "Freebies 
Scrutinized-Military Veterinarian 

Corps Reduction Studied" further indi
cates the lack of understanding of the 
mission of our military Veterinary Corps. 
I intend to continue to urge the Defense 
Appropriations Subcommitte to conduct 
hearings on the need for our Veterinary 
Corps before taking any action to reduce 
the corps. 

In a recent letter to the Post, Lt. Gen. 
Paul W. Myers, Surgeon General of the 
Air Force, sheds some long overdue light 
on the issue by carefully explaining the 
mission of the modern military Veteri
nary Corps. As a veterinarian myself, I 
commend General Myers on his good let
ter, which I now ask unanimous consent 
to have printed in the RECORD, and I urge 
its careful reading by my colleagues. 

There being on objection, the letter 
was ordered to be printed in the RECORD, 
as follows: 

DEPARTMENT OF TH'E Am FORCE, 
HEADQUARTERS U.S. Am FORCE, 
BOLLING AFB, 

Washington, D .C ., August 13, 1979. 
EDITOR, WASHINGTON POST, 
Washington, D.C. 

DEAR SIR: Rarely have I seen a more dis
torted and misleading "news" story than the 
one in the July 21 issue of the Post entitled 
"Freebies Scrutinized-Military Veterinarian 
Corps Reduction Studied." 

I would hope this was not deliberate but 
members of my staff called the reporter sev
eral times in an attempt to preEent the true 
facts . The calls were not returned. Further, 
neither I nor the Chief of the Air Force Vet
erinary Corps was contacted by the reporter 
for any information prior to the appearance 
of the story in print. 

For the record, I believe the taxpayers 
(which includes the members in the military 
services and the Members of Congress) are 
owed an accurate explanation of the role of 
the veterinarian in today's military. 

Currently the Air Force has 286 veteri
narians. SevEm.ty-two of these are assigned to 
research and development (R&D) projects 
concerning missile fuel oncogenic studies, en
vironmental toxicology, aircrew restraint and 
ejection systems, radiation bioeffects, accel
eration effects, infectious diseases, and com
bat trauma investigation. Of the Air Force 
veterinarians in R&D, 36 support the Air 
Force, 22 the Navy, and 14 the Department 
of Defense (Armed Forces Radiobiology Re
search Institute and Armed Forces Institute 
of Pathology). 

The issue of the Veterinary Corps is of spe
cial concern to the Air Force because of the 
vital role played by veterinary scientists in 
key aerospace biotechnology research and de
velopment projects that supports our weapon 
systems development and acquisition. One 
major example is the critical importance of 
our studies to establish a viable safe worker 
standard for hydrazine and its impact on the 
total F-16 program. Without our veterinar
ians, these long term studies could not have 
been performed. 

If the Veterinary Corps is abolished, our 
major R&D efforts in the arels of toxicology, 
performance in radiation environments, bio
mechanics, and acceleration performance/ 
pathophysiology would have to be sharply 
curtailed and the damage to our country's 
readiness pooture would be incalculable. 

Excluding those veterinarians involved in 
the R&D efforts, the Air Force has 1 veteri
narian for every 20,223 beneficiaries. We have 
Air Force bases located in various parts of 
the world, often in remote areas, without 
the benefit of civilian public health or pre
ventive medicine. 

The statement attributed to Congressman 

Aspin, "The Department of Defense is prob
ably the only organization in the world 
which provides pet care as a fringe benefit 
to its employees." is a verbatim quote con
tained in his press release dated August 22, 
1975. If he recently made the statement 
again publicly, we are unaware of it. 

Veterinary medical service for privately 
owned animals of military families is not 
free . Fees charged should generate sufficient 
incidental income to cover t ile normal cost 
of operations on an annaul basis. Animal 
diseases can be and are tran smitted to hu
mans. Immunizations, examinations, and 
treatment when needed, are the most cost 
effective means of preventing these diseases 
from occurring in humans. With rare excep
tions, the only immunization required in the 
civilian community is against rabies. Mili
tary populations are transient, live in close 
knit communities and are therefore poten
tially exposed to varying animal disease en
tities both in the United States and in over
seas areas. Health care for military personnel 
is a service responsibility and not that of the 
civilian community. 

As an example of the workload involved, 
last year the Air Force operated plague con
trol programs at 26 bases, diagnosed 39,000 
cases of zoonotic diseases in animals and 
identified 534 humans with zoonotic disease; 
investigated 6,388 animal bites on base and 
10,800 off-base; quarantined 14,883 animals, 
of which 33 were positive for rabies. Over 
75 percent of the people who use the veteri
nary clinic are enlisted members. But as fre
quently seems to be the case, when the facts 
don't bear out the allegations, the old shop
worn and tired cliche of taking care of "the 
generals' pets", or the "general's wife" are 
variations thereof are thrown out for public 
consumption. 

The overseas mission of the veterinary 
service is m ul tl!aceted and includes: ( 1) 
inspection of foods from all sources and 
for all military food buyers; (2) a large total 
health care program for several hundred 
military working dogs at many military 
bases; (3) a clinic to prevent spread of 
animal diseases and to provide emer!!ency 
care for pets since foreign clinical veteri
narians are unavailable at most locations 
(most foreign veterinarians are only in their 
state's food inspection, sanitation and dis
ease control program); (4) a bite investi
gation and wildlife disease program since 
rabies , leishmaniasis, and many more dis
eases are epidemic in these countries; (5) a 
complete sanitation program for all food 
facilities on-base and for companies off-base 
wishing to sell food to the armed forces ; (6) 
comprehensive food handler training in san
itation, food safety and personal hygiene; 
(7) epidemiology programs for human di
seases (flu . TB, and so forth) ; (8) import/ 
export evaluations to orevent foreign animal 
diseases (foot-and-mouth disease as one ex
ample) from being introduced into host 
countries or back into the United States; and 
(9) a training program for handling mass 
casualties (humans) using animals as train
ing models. 

As examples of their contributions in the 
food inspection area in fiscal year 1978, in
spections by the Air Force veterinary service 
resulted in rejection of $9 million worth of 
food destined to feed military troops; con
demnation of another $5 million worth, and 
negotiation of $.2 million in price adjust
ments; they participated in 44 hazardous 
food recalls; they disapproved 76 food plants 
on a list of 975; they trained 54,167 food 
handlers; and investigated 106 potential 
foodborne illness outbreaks. 

The article says that the Appropriations 
Subcommittee will make its recommenda
tions based largely on a recent 200-page 
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study by Maximus, Inc. That report con
tains several serious omissions and errors 
in interpretation of data; however, let's look 
at some of the comments and conclusions 
which you did not report: 

The mission is without question nec
essary (page 8) . Rather, the requirement 
of the mission has moved away from require
ing solely the traditional skills of the 7eter-
1narian to a multiple set of skills with a 
public health orientation. 

If t he military veterinarian does not 
perform these necessary missions someone 
else, probably less qualified in broa~ bio
medical sk ills, will have to (pugc 3). 

The cost savings of substituting other 
types of personnel will not differ substan
tially from the present (page 163 ) . 

The value of these functions lies mainly 
in what does not happen , that is , what the 
functions prevent. While prevention is not 
particularly glamorous, it is preferable to 
the more expensive consequencies which can 
flow from its absence (page 3). 

The military veterinarian is cost effective 
in conctucting the food inspection mission
even "hen considering only the value of food 
that is rejected. If the other health care 
cos ts prevented by the inspection are con
sidered, the cost effectiveness increases more 
(page 10) . 

The requirement for Doctors of Veterinary 
Medicine (DVMs) in the R&D mission is 
accepted and they should remain military 
(pages 11 & 12). 

Civ111an veterinariar~s could not respond 
promptly to the wartime mission overseas 
(page 160). 

Several factors critical to mission accom
plishment and cost effectiveness were not 
addressed in the Maximus Report. Examples 
of these include: 

a . Though indicating a probable need for 
DVMs overseas, how rotations could be ac
complished with too few positions in the 
continental United States was not addressed. 

b. The offsetting availab111t y and costs for 
contracts with civillan DVMs for care of 
Government owned animals, immediate 
examination of the several thousand stray 
animals involved in bite cases, and other 
animal related problems were not stated. 

c. The Department of Defense (DOD) is 
the single largest potential source for in
troducing devastating foreign animal dis
eases into the United States. How DOD could 
support its commitment to assist the US 
Department of Agriculture in prevention of 
such diseases or of their control or eradica
tion if prevention fails was not considered. 

Some major errors in the use of data con
tributed to several of the inaccurate conclu
sions of the report . These errors were called 
to the attention of the Office of the Assistant 
Secretary of Defense for Health Affairs; how
ever, the data were not corrected in the 
report. 

But how quickly the accomplishments of 
mill tary veterinarians are forgotten! Back 
as far as the 1950s, Air Force veterinary 
radiobiologists helped compile data necessary 
for the space flights which continued for two 
decades. In 1954, when no texts on diseases 
of laboratory animals were available, Air 
Force veterinary pathologist s at the Armed 
Forces Institute of Pathology helped initiate 
a course in Pathology of Laboratory Animals. 

During this same period, an Air Force vet
erinarian developed a prost hetic hip joint 
that contributed to advances in both human 
and animal orthopedic surgery. !n the early 
1960s, Air Force veterinary clinicians and 
pathologists supported the well-publicized 
flights of nonhuman primates to determine 
the safety of .man in space. 

In the lat e 1960s, the fabrication of a me
chanical heart pump contributed to the 
knowledge and success of cardiopulmonary 
resuscitation. During tl::.e 1970s, acceleration 

studies using animals and supported by Air 
Force veterinarians helped to determine the 
optimal angle of the seat back necessary to 
reduce the effects of gravitational forces on 
pilots during combat maneuvers of the F-15 
fighter . 

The Venezuelan equine encephalomyelitis 
outbreak in 1971 cost millions of dollars and 
had potential explosive impact on the live
stock industry. The Department of Agricul
ture called on Air Force and Army veterinar
ians to help control this disease. The New
castle Disease in poultry in 1972-1973 re
quired extensive Air Force and Army assist
ance. We responded. The Department of 
Agriculture asked for Air Force and Army 
assistance in the outbreak of Newcastle Dis
ease in exot ic birds in California and Florida 
a few months ago. We responded. 

In addition to activities in this country, 
Air Force veterinarians have also participated 
in international comparative medical re
search. Foreign governments have requested 
their services. The US/ USSR space-biology 
project was managed by an Air Force veteri
narian and others were active in US/ USSR 
studies of marine mammals. The history of 
the Air Force and Army veterinary services is 
replete with accomplishments which have 
significantly benefited our country. 

I earnestly hope that the necessity for 
maintaining both the Air Force and Army 
veterinary services will be recognized, and 
that action will be taken to maintain them 
in their present form. 

Sincerely, 
PAUL W. MYERS, 

Lieutenant General, USAF, MC 
Surgeon General. 

OUR INCONSISTENT STAND ON 
GENOCIDE 

Mr. PROXMIRE. Mr. President, since 
the United Nations General Assembly 
overwhelmingly approved the text of the 
Genocide Convention in 1948, the Senate 
has been faced with the issue of ratifica
tion. Prior to and since the convention, 
the United States has stood firm on 
genocide. We condemn it. 

Why, then, have we in the Senate 
balked at the opportunity to join in in
ternational disapproval of this heinous 
crime? Why have we failed to ratify the 
Genocide Convention? 

Certainly we have not changed our 
stand on mass slaughter-or have we? 
From our inactivity, it appears that we 
are allowing the issue to die a slow death. 
From our inactivity, it appears that we 
tolerate the act of genocide. From our 
inactivity, the issue dies-as do millions 
of human beings. 

And yet, as each act of genocide occurs, 
our Nation publicly. condemns it. As so
called leaders in pushing for human 
rights, we label the killings as "gross in
justices" of every human's right to live. 

Where is our consistency? 
We call for human rights, but we hes

itate to enter into a formal agreement 
to condemn genocide. We aided in draft
ing the treaty, but now we refuse to 
ratify it. 

The contradiction is obvicus. So is the 
solution: Ratify the Genocide Conven
ti.:>n. 

In 1970, before the Special Subcom
mittee on the Genocide Convention, 
Columbia Prof. Richard Gardner pointed 
out that: 

Our ratification of this Convention will 
dissipate the embarrassing contradiction be
tween our failure to act and our traditional 
leadership in support of basic human rights. 

Mr. President, surely the correct move 
is clear. We must act decisively and 
ratify the treaty. 

JUSTICE DEPARTMENT TAKES IN
CREDIBLE POSITION ON JUDGE 
Mr. HELMS. Mr. President, I am re

luctant to interrupt the very important 
proceedings of the Senate for these re
marks about an extraneous subject, but 
occasionallJ, a matter comes up that is 
so important that it must be given a 
certain priority. 

It is just such a matter I must address 
at this moment. 

This is the headline of a story in this 
afternoon's Washington Star, "U.S. 
Wants Mormon Judge 'lo Quit :t:RA Ap
peal Case.' Allow me to read the first few 
paragraphs of this unbelieveable report: 

The Justice Department has filed an un
usual request to disqualify a federal judge in 
.... daho on the ground that he is a Marmen 
and therefore allegedly unable to rule im
partially on a chauen6 e to the EquJ.l Rights 
Amendment. 

Because U.S. District Judge Marion J . Cal
lister, Jr. holds a prominent posit ion in the 
hierarchy of the Church of Jesus Christ of 
Latter-day Saints, there exists a " reasonable 
question" as to his ability to render an im
partial decision, the Justice Department said. 

Mr. President, what I have just read is 
such a travesty of our Constitution and 
of the basic principles of our country, 
that I am hard put to believe this is 
really happening. Does no one at the Jus
tice Department, including the Attorney 
General, have any comprehension of 
what they are doing in this matter? Of 
the legal precedents they are setting? Of 
the constitutional principles they are vio
lating? If, today, a Mormon judge can
not be trusted to hear a case involving 
the ERA, perhaps tomorrow a Jewish 
judge cannot be trusted to hear a case 
involving illegal trade practices concern
ing the Arab embargo against Israel or a 
Catholic judge will be disqualified from 
an abortion case or a Quaker judge will 
be disqualified from a military service 
case. 

To the best of my knowledge, the ac
tion by the Justice Department is entire
ly without precedent. To the best of my 
determination, the record will be kept 
that way. For if the Justice Department 
goes ahead with this unconstitutional at
tempt to categorize Federal judges by re
ligion and to penalize them if they fall 
into a disfavored category, this Senator 
will have no higher legislative priority 
for the remainder of the 96th Congress 
than teaching the Department to see the 
error of its ways. 

This must be said: This affront to 
Judge Callister, this affront to every 
Mormon in America., and to every Amer
ican who treasures the rights of citizen
sh~p is typical of the extremist, extra
legal tactics consistently used by some 
ERA supporters, both in and out of Gov
ernment. 
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Mr. President, I tried to warn last year, 
when supporters of ERA rushed Congress 
into what many constitutional seholars 
consider a blatantly illegal extension of 
the ERA ratification period, that their 
political agenda knew no respect for con
stitutional procedures. The Justice De
partment abetted them then, and it is 
doing so now in its action against Judge 
Callister. 

I shall not take more of the Senate's 
time on this matter. The facts speak for 
themselves. I urge my colleagues to read 
the story in today's Washington Star and 
I ask unanimous consent that it be 
printed following the conclusion of my 
remarks. They will find it as chilling and 
as preposterous as I have. 

The PRESIDING OFFICER. Without 
objection, it is so ordered. 

<See exhibit 1.) 

Mr. HELMS. Mr. President, I urge the 
Attorney General to reconsider this ac
tion by the Department of Justice and 
end this assault on the honesty and in
tegrity of Judge Callister and his fellow 
Mormons. If however, this move against 
Judge Callister represents Department 
policy, then the Attorney General must 
expect to ceal with Senators, and with 
millions of Americans, who will not 
easily surrender our treasured rights of 
freedom of conscience, freedom of reli
gion, freedom of expression, and the 
separation of church and state. 

(EXHIBIT 1) 

UNITED STATES WANTS MORMON JUDGE TO 
QUIT ERA APPEALS CASE 

(By Robert Pear) 
The Justice Department has filed an un

usual request to disqualify a federal judge 
in Idaho on the ground that he is a Mormon 
and therefore allegedly unable to rule im
partially on a challenge .to the Equal Rights 
Amendment. 

Because U.S. District Judge Marion J. Cal
lister Jr. holds a prominent position in the 
hierarchy of the Church of Jesus Christ of 
Latter-day Saints, there exists a "reasonable 
question" as to his ability to render an im
pa.rtial decision, the Justice Department 
said. 

An aide to the judge, reached yesterday at 
his office in Boise, said Callister had no com
ment, but would rule soon on the disqualifi
cation request. 

The Idaho lawsuit is the pre-eminent out
standing legal test of a state's right to re
scind its ratification of the ERA. 

If the courts uphold Idaho's claims, the 
result would, in effect, doom the amendment, 
which says: "Equality of rights under the 
law shall not be denied or abridged by the 
United States or by any state on account of 
sex." 

The Mormon Church, according to the Jus
tice Department's motion, officially opposes 
both the ratification of ERA, and the exten
sion of time allowed for states to approve it. 

The church has traditionally excluded 
women from certain positions in the church 
hierarchy. "We don't ordain women to the 
priesthood," said a church spokesman, "but 
women do have responsible positions in the 
church." -

ERA has been approved by 35 states, three 
short of the minimum number needed to 
make it part of the Constitution. Idaho was 
the fifth state to ratify. The Idaho Legisla
ture approved ERA on March 24, 1972, two 
days after it was formally proposed by Con
gress. Five years later Idaho had second 

thoughts and passed a resolution to repeal its 
prior ratification. 

The state filed suit against the federal 
government last May in an effort to get of
ficial recognition for its vote to rescind. Idaho 
wants the head of the U.S. General Services 
Administration, Rowland G. Freeman lli, 
the custodian of government documents to 
return its certificate of ratification. 

Arizona, which has not ratified ERA, and 
several legislators from Washington State, 
which ratified the amendment in 1973, have 
joined Idaho in its suit. 

All contend the proposed amendment be
came void wben the original seven-year 
ratification period ended in March. Congress 
voted last October to extend the ratifica
tion pericd to June 30, 1982. Anti-ERA forces 
contend that Congress had no authority to 
extend the deadline. 

THE ALLEN J. ELLENDER FELLOW
SHIP PROGRAM 

Mr. MAGNUSON. Mr. President, in re
cent years Congress has appropriated a 
small amount of funds each year for the 
Allen J. Ellender fellowship program. 
These fellowships are used to help pay 
for the participation of high school 
students and teachers of modest means 
in the week-in-Washington educational 
program conducted by the nonprofit 
Close Up Foundation. The foundation 
uses this small Federal contribution as 
seed money to attract larger contribu
tions from the private sector so that 
in the end the educational benefit pro
vided by those Federal dollars is much 
greater than it otherwise would be. 

During their week in the Nation's 
Capital, the students and their teachers 
get an opportunity to learn firsthand 
about the operations of the Federal Gov
ernment through meetings with Govern
ment officials and educational seminars. 
In short, Washington, D.C., becomes 
their "classroom" for the week. 

However, only a relative handful of 
high school students ever have the op
portunity to visit the Nation's Capital. 
Consequently, I note with particular in
terest the announcement that has been 
made today of a new program that is 
to begin soon through the combined ef
forts of the Close Up Foundation and 
the Cable Satellite Public Affairs Net
work. As I understand it, the foundation 
will be producing educational television 
interview programs here in the Nation's 
Capital geared specifically to provide 
students who cannot come to Washing
ton, D.C., with much the same kind of 
firsthand view of the Government proc
ess as those who visit here get. These 
programs will be beamed to high schools 
around the country which are now able 
to see the televised proceedings of the 
House of Representatives over the Cable 
SJ.tellite Public Affairs Network. This is 
an innovative experiment with consider
able educational potential and one which 
I will be following with interest. 

BANKTNG COMMITTEE STAFF 
STUDY OF CHARTERING PROCE
DURES 

Mr. PROXMIRE. Mr. President, the 
Dallas Morning News carried a story last 
week that said the staff of the Committee 

on Banking, Housing, and Urban Affairs 
was looking into an "unusual pattern" 
of national bank charters gr-:tnted to 
friends and associates of John B. Con
nally. 

I would like to take a moment to ex
plain what the committee staff is doing 
to put the allegations contained in that 
article in context and clear up any mis
underst':tndings. 

First of all, neither the committee nor 
its staff is investigating Mr. Connally. 

Sec·ond, the staff has found no evidence 
showing that Mr. Connally exercised im
proper influence in the granting of na
tional bank charters. 

Here is the background of the com
mittee staff study: 

The committee staff has been conduct
ing a study for the past year on the 
chartering pr-:tctices of the Comptroller 
of the Currency, an agency within the 
U.S. Treasury. The Comptroller is re
sponsible for chartering and regulating 
national banks. The purpose of the study 
is to review the bank chartering process 
over the last several years to determine 
whether consistent and objective stand
ards were being applied in charter ap
prov-:tls and denials. 

The study also focuses on the proce
dures followed and the economic and 
competitive criteria applied by the 
Comptroller in awarding new bank 
charters, the adequacy of the agency's 
review of organizers of proposed banks 
and allegations of political influence in 
the consideration of bank charters. 

The staff reviewed over 1,000 applica
tions for new bank charters filed with 
the Comptroller's office from 1970 to 1977. 
During the course of its study, the staff 
carefully examined the circumstances 
surrounding the handling of seven bank 
charters in Texas during the years 1970 
and 1973 which had been approved bY 
the Comptroller against the recommen
dations of the Deputy Comptroller and 
t~e m.ajority of his staff. Those seven ap
phcatwns were reviewed in the context 
of the staff's study of chartering proce
dures, not as part of a special investiga
tion of Mr. Connally. Moreover, of the 
seven applications, two were approved 
prior to the time when Mr. Connally was 
Secret3.ry of the Treasury and one was 
approved after he left Treasury. 

It is expected that the results of the 
staff study will be made available to the 
committee later this year. 

COMMUNICATIONS 
The PRESIDING OFFICER laid be

fore the Senate the following communi
cations, together with accompanying re
ports, documents, and papers, which 
were referred as indicated: 

EC-2180. A communication from the Prin
cipal Deputy Assistant Secretary of Defense 
(Comptroller), reporting, pursuant to law, 
0'1. contract award dates for the period Sep
tembe~ 15, 1979 to December 15, 1979; to the 
Committee on Armed Services. 

EC-2181. A communication from the Sec
retary of the Treasury, transmitting, pur
suant to law, a report on foreign govern
ment treatment of U.S. commercial bankina 
organizations; to the Committee on Bank~ 
in~ . Hou5ing, and Urban Affairs. 

EC-2182. A communication from the As-
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sistant Secret ary of the Interior, transmitting 
a draft of proposed legislation to amend pro
visions of Federal reclamation law restrict
ing delivery of project water to newly irri
gated lands for crops the supply of which is 
likely to be excessive; to the Committee on 
Energy and Natural Resources. 

EC-2183. A communication from the Under 
Secretary of Energy, transmitting, a request 
that a preliminary report entitled "Export 
Potential for Photovoltaic Systems" trans
mitted on April 26, 1979, pursuant to law, 
be treated as the final report of the Depart
ment on the subject; to the Committee on 
Energy and Natural Resources. 

EC-2184. A communication from the Act
ing Assistant Administrator for Legislative 
Affairs, Department of State, transmitting, 
pursuant to law, a Presidential determina
tion, signed on September 13, 1979, relating 
to a proposed $10 million grant to Yugo
slavia for earthquake reconstruction; to the 
Committee on Foreign Relations. 

EC-2185. A communication from the Act
ing Assistant Administrator for Legislative 
Affairs, Department of State, transmitting, 
pursuant to law, a justification of an in
crease of the funding level of the proposed 
fiscal year 1979 program in Tunisia; to the 
Committee on Foreign Relations. 

EC-2186. A communication from the Mayor 
of the District of Columbia, transmitting a 
draft of proposed legislation to authorize 
the set-off of annuity payments or refunds 
payable from the Civil Service Retirement 
Fund to former employees of the government 
of the District of Columbia in order to liqui
date debts owed to the government of the 
District of Columbia; to the Committee on 
Governmental Affairs. 

Ec-2187. A communication from the 
Comptroller General of the United States, 
transmitting, pursuant to law, a report en
titled "The Effectiveness of the Defense Con
tract Audit Agency Ce.n Be Improved"; to 
the Committee on Governmental Affairs. 

Ec-2188. A communication from the Di
rector of the Central Intelligence Agency, 
transmitting a draft of proposed legislation 
to provide for death gratuities for the sur
vivors of certain Central Intelligence Agency 
employees; to the Select Committee on In
telligence. 

EC-2189. A communication from the Chief 
Justice of the Supreme Court of the United 
States, transmitting notice that the Court 
will open the October 1979 term on October 
1, 1979; to the Committee on the Judiciary. 

Ec-2190. A communication from the 
Chairman of the Federal Election Commis
sion, transmitting, pursuant to law. the 
budget request of the Federal Election Com
mission for fiscal year 1981; to the Commit
tee on Rules and Administration. 

PETITIONS 
The PRESIDING OFFICER laid be

fore the Senate the following petitions 
and memorials, which were referred as 
indicated: 

POM-458. A resolution adopted by the 
Legislature of the Territory of Guam; to the 
Committee on the Judiciary: 

"RESOLUTION No. 344 
"Be it resolved by the Legislature of .the 

Territory of Guam: 
"Whereas, the National Association for 

Asian American and Pacific Education has 
nominated Dr. Katherine B. Aguon for mem
bership to the U.S. Commission on Civil 
Rights; and 

"Whereas, Dr. Katherine B. Aguon is the 
Vice-Speaker of the Fifteenth Guam Legisla
ture and the Chairperson of the Committee 
on Education; and 

"Whereas, Senator Aguon has always been 

a strong advocate of equal educational op
portunity and has been the major force 
behind all legislations dealing with educa
tion, women's and family rights; and 

"Whereas, Dr. Katherine Aguon's knowl
edge and experience in these areas, coupled 
with her relentless effort to improve the 
lot of her fellow citizens makes her an ex
cellent representative to serve on the U.S. 
Commission on Civil Rights; and 

"Whereas, Senator Katherine Aguon was 
the keynote speaker at the First National 
Conference on Asian and Pacific American 
Education held in San Francisco of this year 
and also was the former Director of the De
partment of Education, the first woman to 
hold a position within the Government of 
Guam; and 

"Whereas, as a respected member of the 
Asian and Pacific American community, Dr. 
Katherine Aguon has the expertise and ex
perience that would make her an effective 
member of the U.S . Commission on Civil 
Rights; and 

"Whereas, the confirmation of Senator 
Katherine B. Aguon would be a significant 
indication of the President's concern for the 
civil rights of Asian and Pacific Americans; 
now, therefore, be it 

"Resolved, that the members of the 
Fifteenth Guam Legislature, on behalf of 
the people of Guam, hereby support and 
endorse the nomination of Dr. Katherine B 
Aguon to the U.S. Commission on Civil 
Rights; and be it further 

"Resolved, that the Speaker certify to and 
the Legislative Secretary attest the adoption 
hereof and that copies of the same be there
after transmitted to Ms. Gloria Molina, 
White House Presidential Personnel ; to the 
President and Officers of the National AsEo
ciation for Asian American and Pacific Edu
cation; to Mark Tajima, Pacific Asian Coali
tion; to Juanita Tamayo Lott, Office of the 
U.S. Commission on Civil Rights; to the 
President of the United States; to the Presi
dent of the United States Senate; to Con
gressman Antonio B. Won Pat; and to the 
Governor of Guam." 

POM-459. A resolution adopted by the In
terim Joint Committee on Banking and In
surance of the Kentucky General Assembly, 
relating to the problem small coal operators 
in Kentucky are having in attempting to ac
quire a reclamation bond; to the Committee 
on Energy and Natural Resources. 

POM-460. A resolution adopted by the 
Sherman County Commissioners Court, 
Stratford, Tex., relating to policies of Fed
eral Government; to the Committee on Gov
ernmental Affairs. 

POM-461. A petition from a private citizen, 
petitioning the Congress to adopt an amend
ment to the Constitution of the United 
States to cut, limit and control Federal 
spending; to the Committee on the Judiciary. 

POM-462. A petition from a private citizen, 
petitioning the United States Senate to re
ject ratification of the SALT II Disarmament 
Treaty; to the Committee on Foreign Rela
tions. 

REPORTS OF COMMITTEES 
The following reports of committees 

were submitted: 
By Mr. MUSKIE. from the Committee on 

the Budget, without amendment: 
S. Res. 217. A resolution waiving section 

402(a) of the Congressional Budget Act of 
1974 with respect to the consideration of 
s . 1110. 

S. Res . 218. A resolution waiving section 
402 (a) of the Congressional Budget Act of 
1974 with respect to the consiaeration of 
H .R. 3923. 

By Mr. MATHIAS, from the Committee on 
the Judiciary, without amendment: 

S. 947. A bill to amend title 18 o! the 

United States Code to allow the transporta
tion or mailing to a foreign country of ma
terial concerning a lottery authorized by that 
foreign country, and for other purposes 
(Rept. No. 96-323). 

By Mr. PELL, from the Committee on Rules 
and Administration, without amendment: 

S. Res. 238. An original res:>lu t ion au
thorizing additional expenditures by the 
Committee on Rules and Administration for 
routine purposes (Rept. No. 96-324). 

S . Res. 239. An original resolution to pay 
a gratuity to Mollie P. Livingston. 

By Mr. HART, from the Committee on 
Armed Services, witll an amendment: 

H.R. 3354. An act to authorize appropria
tions for fiscal year 1980 for conservation, 
exploration, development, and use of naval 
petroleum reserves and naval oil ·shale re
serves, and for other purposes. (Rept. No. 
96-325). 

By 1\/Cr. HART, from the Committee on 
Armed Services, without amendment. 

S . Res. 240. An original resolution waiving 
section 402(a) of the Congressional Budget 
Act of 1974 with respect to the consideration 
of H.R. 3354. Referred to the Committee on 
the Budget. 

EXECUTIVE REPORTS OF 
COMMITTEES 

The following executive reports of 
committees were submitted: 

By Mr. LONG, from the Committee on 
Finance: 

Reubin O'D. Askew. of Florida, to be Spe
ci~l Representative for Trade Negotiations, 
w1th the rank of Ambassador Extraordinary 
and Plenipotentiary. 

(The above nomination from the Com
mittee on Finance was reported with the 
recommendation that it be confirmed 
subject to the nominee's commitment u; 
respond to requests to appear and testify 
before any duly constituted committee of 
the Senate.) 

By Mr. CHURCH, from the Committee on 
Foreign Relations: 

The following-named persons to be Rep
resentatives of the United States to the 34th 
Session of the General Assembly of the 
'(;nited Nations: 

Donald F. McHenry, of Illinois; 
Ben.amin S. Rosenthal, U.S. Representa

tive from the State of New York; 
Larry Winn, Jr., U.S. Representative from 

the State of Kansas; and 
Esther L. Coopersmith, of Maryland. 
The following-named persons to be Alter

nate Representatives of the United States to 
the 34th Session of the General Assembly of 
the United Nations: 

Richard W. Petree, of Virginia; 
William L. Dunfey, of New Hampshire; and 
Howard T. Ro3en, of New Jersey. 

<The above nominations from the 
Committee on Foreign Relations were re
ported with the recommendation that 
they be confirmed subject to the nomi
nees' commitment to respond to requests 
to ap.t:ear and testify before any duly 
constituted committee of the Senate.) 

INTRODUCTION OF BILLS AND 
JOINT RESOL~ONS 

The following bills and joint resolu
tions were introduced, read the first and 
second time by unanimous consent, and 
referred as indicated: 

By Mr. JACKSON (by request): 
S . 1770. A bill to amend provisions of Fed

eral reclamation law restricting delivery of 
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project water to newly irrigated lands for 
crops the supply of which is likely to be 
excessive; to the Committee on Energy and 
Natural Resources. 

By Mr. HEFLIN: 
s. 1771. A bill for the relief of Dr. George 

Chrousos and his wife, Dr. Georgia Chrousos; 
to the Committee on the Judiciary. 

s. 1772. A bill for the relief of Min-Zen 
Lin; to the Committee on the Judiciary. 

By Mr. CHURCH (by request): 
s . 1773. A bill to recognize United States 

passports issued to individuals identified 
therein as citizens of the United States as 
proof of citizenship; to the Committee on 
Foreign Relations. 

By Mr. MATHIAS (for himself, Mr. 
JAVITS, and Mr. DURENBERGER): 

s. 1774. A bill to provide for a coordinated 
national policy on stable economic growth; 
to the Committee on Governmental Affairs. 

By Mr. TALMADGE (for himself, Mr. 
HELMS, Mr. McGOVERN, Mr. YOUNG, 
Mr. HUDDLESTON, Mr. DOLE, Mr. 
STONE, Mr. HAYAKAWA, Mr. LEAHY, 
Mr. LUGAR, Mr. ZORINSKY, Mr. COCH
RAN, Mr. MELCHER, Mr. BOSCHWITZ, 
Mr. PRYOR, Mr. JEPSEN, Mr. BOREN, 
Mr. NUNN, Mr. McCLURE, Mr. HoL
LINGS, Mr. THURMOND, Mr. BAYH, 
Mr. BURDICK, Mr. PERCY, Mr. CHILES, 
Mr. MORGAN, Mr. STENNIS, Mr. CUL
VER, and Mr. PRESSLER) : 

S. 1775. A bill to promote the development 
of energy from agricultural commodities, 
forest products, and their wastes and resi
dues, and rural energy conservation prac
tices; to the Committee on Agriculture, Nu
trition, and Forestry. 

By Mr. TOWER: 
S. 1776. A bill to impose quantitative re

strictions on the importation of lamb meat; 
to the Committee on Finance. 

By Mr. DOLE: 
s. 1777. A bill to amend title 10, United 

states Code, to authorize reserve enlisted 
members of the Army and the Air Force to 
retire with 20 years of service; to the Com
mittee on Armed Services. 

By Mr. BENTSEN: 
s. 1778. A bill to limit state severance taxes 

on energy resources produced from certain 
Federal lands; to the Committee on Energy 
and Natural Resources. 

STATEMENTS ON INTRODUCED 
BILLS AND JOINT RESOLUTIONS 

By Mr. JACKSON (by request): 
S. 1770. A bill to amend provisions of 

Federal reclamation law restricting de
livery of project water to newly irrigated 
lands for crops the supply of which is 
likely to be excessive; to the Committee 
on Energy and Natural Resources. 
• Mr. JACKSON. Mr. President, by re
quest, I send to the desk for appropriate 
reference a bill to amend provisions of 
Federal reclamation law restricting de
livery of project water to newly irrigated 
lands for crops the supply of which is 
likely to be excessive. 

Mr. President, this draft legislation 
was submitted and recommended by the 
Department of the Interior, and I ask 
unanimous consent that the bill and the 
executive communication which accom
panied the proposal from the Assistant 
Secretary be printed in the RECORD. 

There being no objection, the bill and 
letter were ordered to be printed in the 
RECORD, as follows: 

s. 1770 
Be it enacted by the Senate and House of 

Representatives of the United States of 
America in Congress assembled, That not-

withstanding any other provision of law, 
whenever a Federal reclamation project has a 
restriction in its authorizing legislation on 
water deliveries for the production of basic 
agricultural commodities, as defined in the 
Agricultural Act of 1949, as amended, no 
water shall be delivered to any water user for 
the production on newly irrigated lands of 
such basic agricultural commodity if the 
Secretary of Agriculture determines, pur
suant to the Agricultural Act of 1949, as 
amended, that the total supply of such com
modity for the marketing year in which the 
bulk of the crop would normally be marketed 
is likely to be excessive, and that a set-aside 
shall be in effect. 

U.S. DEPARTMENT OF THE INTERIOR, 
Washington, D.C., September 17, 1979. 

Hon. WALTER F. MONDALE, 
President of the U.S. Senate, 
Washington, D.C. 

DEAR MR. PRESIDENT: Enclosed iS a draft 
of a bill "To amend pro7isions of Federal 
reclamation law restricting delivery of proj
ect water to newly irrigated lands for cr;:>ps 
the supply of which is likely to be excessive." 

We recommend that the bill be enacted. 
The proposed legislation is needed to 

amend Federal reclamation law so as to 
make the determ:nation of crops in excess 
supply under Reclamati::n law consistent 
with similar determinations made by the 
Secretary of Agriculture on other programs. 

Legislation authorizing a number of recla
mation projects contains language that re
stricts the delivery of water for production 
on newly irrigated lands of any basic agri
cultural commodity, if the total supply of 
such commodity for the marketing year is 
"in excess of normal supply." When such 
provisions are used in reclamation law, they 
customarily refer to the Agricultural Adjust
ment Act of 1938 (52 Stat. 31; 7 U.S.C. 1281) 
for the definition of which crops are in 
excess supply. (See, for example, section 
2(b) of the Act of June 3, 1960, 74 Stat. 156, 
authorizing the San Luis Unit of Central 
Valley Project.) 

The criteria prescribed in the 1938 Act for 
determining crops in excess supply have 
been superseded by the Agricultural Act of 
1949 (P.L. 81-439; 63 Stat. 1051) as amended 
by the Food and Agriculture formula in the 
latter Act for purposes of determining crops 
in excess supply. As a result, if the determi
nations are now made under reclamat:on 
law as to whether crops are in excess supply, 
they have to be made according to an obso
lete and discarded formula. 

For example, under the 1977 criteria, up
land cotton would not be considered in ex
ce~s supply while under the 1938 criteria it 
is a crop in excess supply. Moreover, the de
termination under the 1938 criteria is not 
available until after cropping plans and in
vestments for seed, fertilizer, and land prep
aration must be made by the growers. The 
confusion and uncertainty for cotton can 
very easily occur for other crops. 

At present, there are 15 projects subject 
to excess crop limitations under reclamation 
law. On 13 of these, the restriction applies 
for a 10-year period from the date of author
ization, on 2 for 10 years from the comple
tion of construction, and 1 for an indefinite 
period. A list of the"'e 16 projects is attached. 

The proposed legislation would modify the 
Federal reclamation laws to allow the Secre
tary of Agriculture to make the determina
tion of crops in excess supply based on laws 
and criteria currently in effect on other pro
grams he administers. The same basis for 
determination of crops in excess supply 
would apply in all situations. Project water 
could not be delivered to a water user on 
newly irrigated lands if the S~cretary of 
Agriculture determined, pursuant to the 
Agriculture Act of 1949, as amended, that 

the total supply of a basic agricultural com
modity for the appropriate marketing year 
is likely to be excessive, and a set-aside is in 
effect. Compliance with set-aside require
ments would not entitle a grower to project 
water fer the crop in question on newly
irrigated lands. 

We strongly recommend enactment of the 
proposed bill to eliminate di ::crepancies in 
the law and to correct difficulties we have 
encountered in managing certain reclama
tion projects. 

The Office of Management and Budget ad
vises that there would be no objection to the 
presentation of the attached bill from the 
standpoint of the President's program. 

Sincerely, 
GuY MARTIN, 

Assistant Secretary. 

PROJECTS WITH RESTRICTIONS ON DELIVERY OF 
WATER FOR PRODUCTION OF SURPLUS CROPS 
ON NEWLY IRRIGATED LANDS 

Project, authorizing legislation, and 
authorization date 

Central Valley, San Luis Unit, California t ; 
P.L. 86-488; June 3, 1960. 

San Juan-Chama, New Mexico 2; P.L. 87-
483; June 13, 1962. 

Navajo Indian Irrigation, Colorado-New 
Mexico 3 ; P.L. 87-483; June 13, 1962. 

Yakima, Kennewick Division Extension, 
Washington; P.L. 91-66; August 25, 1969. 

Rogue River Basin, Merlin Division, Ore
gon ; P .L. 91-270; May 28, 1970. 

Rathdrum Prairie, East Greenacres Unit, 
Idaho; P.L. 91-286; June 23, 1970. 

Walla Walla, Touchet Division, Washing
ton; P.L. 91-307; July 7, 1970. 

Pick-Sloan Missouri Basin Program: 
Narrows Unit, Colorado; P.L. 91-389; Au

gust 28, 1970. 
O'Neill Unit, Nebraska; P.L. 92-514; Octo

ber 20, 1972. 
North Loup Division, Nebraska; P.L. 92-

514; October 20, 1972. 
Upper Snake River Project, Salmon Falls 

Division, Idaho; P .L. 92-514; October 20, 
1972. 

Pick Sloan Missouri Basin Program: 
Polecat Bench Unit, Wyoming; P.L. 94-228; 

March 11, 1976. 
Pollock-Herreid Unit, South Dakota; P.L. 

94-228; March 11, 1976. 
Kanopolis Unit, Kansas; P.L. 94-423; Sep

tember 28, 1976. 
Chief Joseph Dam, Oroville-Tonasket Unit, 

Washington; P.L. 94-423; September 28, 1976. 
Central Valley Project, Allen Camp Unit, 

California; P.L. 94-423; September 28, 1976.e 

By Mr. CHURCH (by request): 
S . 1773. A bill to recognize U.S. pass

ports issued to individuals identified 
therein as citizens of the United States 
as proof of citizenship; to the Committee 
on Foreign Relations. 
• Mr. CHURCH. Mr. President, by re
quest, I introduce for appropriate refer
ence a bill to recognize U.S. passports 
issued to individuals identified there~n 
as citizens of the United States as proof 
of citizenship. 

This legislation has been requested 
by the Department of State, and I am 
introducing the proposed legislation in 
order that there may be a specific bill to 
which Members of the Senate and the 

1 Restriction has no exoiration date. 
2 Restriction applies for 10 years from com

pletion of construction. 
3 Restriction apolies for 10 years from com

pletion of construction; principal responsi
bility for adminic:;tration lies with Nevajo 
Tribe and the Bureau of Indian Affairs, but 
Reclamation also has responsibility in terms 
of the operation of some project facilities. 
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public may direct their attention and 
comments. 

I reserve my right to support or oppose 
this bill, as well as any suggested amend
ments to it, when the matter is con
sidered by the Committee on Foreign 
Relations. 

I ask unanimous consent that the bill 
be printed in the REcORD at this point, 
together with the letter from the Assist
ant Secretary of State for Congressional 
Relations to the President of the Senate 
dated September 12, 1979. 

There being no objection, the bill and 
letter were ordered to be printed in the 
RECORD, as follows: 

s. 1773 
Be it enacted by the Senate and House of 

Representatives of the United States of 
America in Congress assembled, That Chapter 
4 of title 22, United States Code, is amended 
by adding the following new section: 
"§ 21lb. Legal significance of the passport. 

A passport, unlimited as to its full period 
of statutory validity, issued to a citizen of 
the United States by the Secretary of State 
under the authority O'f this title shall have, 
during its period of validity, the same effect 
in all courts, tribunals, and public offices of 
the United States, at home and abroad, of 
the District of Columbia, and each State, 
Territory, and outlying possession of the 
United States, as a certificate of naturaliza
tion issued by a court having naturalization 
jurisdiction." 

SEc. 2. The analysis of Chapter 4 of Title 
22, United States Code, is amended by add
ing the following new item after section 211a: 
"21lb. Legal significance of the passport." 

DEPARTMENT OF STATE, 
Washington, D .C., September 12, 1979. 

Hon. WALTER F. MONDALE, 
President, U.S. Senate. 

DEAR MR. PRESIDENT: Enclosed for consid
eration of Congress is a draft bill which 
would amend Chapter 4 of Title 22, United 
States Code, to include a section on the evi
dentiary value for proof of citizenship which 
should be accorded to the United States 
passport. 

The enclosed draft bill is concerned with 
the U.S. passport which is issued to United 
States citizens. U.S. passports issued to na
tionals of the United States are not included 
in the draft bill as the bill only considers 
documents of citizenship which are issued by 
the Departments of State and Justice, and 
as problems related to the acceptabllity of 
the passport for nationals are de minimis. 

Currently, there is no statutory determina
tion of the legal significance of the passport 
which is issued to a U.S. citizen as proof of 
that individual's U.S . citizenship. However, 
the certificates of naturalization and of citi
zenship which are issued by the Department 
of Justice have received such recognition in 
section 332 (e) of the Immigration and Na
tionality Act (8 U.S.C. § 1443 (e) ) . Specifi
cally, section 332 (e) accorded the certificates 
of citizenship and naturalization which are 
issued administratively by the Attorney Gen
eral the same effect as certificates of natu
ralization which are issued by courts having 
naturalization jurisdiction. Lack of a statu
tory provision for the State Department's 
document of citizenship has caused questions 
to arise concerning the comparable accepta
bility between the two Departments' citizen
ship documents. 

The possibility that the U.S. passport may 
be considered to have less evidentiary weight 
than the certificate of citizenship which is 
issued by the Attorney General is especially 
troublesome in view of the fact that the 
evidence required to be submitted for obten
tion of a passport is equivalent to that re
quired for obtention of a certificate of citi-

zenship. Thus, the procedural safeguards to 
the integrity of each document are similar. 
Nevertheless, the citizen who can only be 
documented by a passport is in a weaker 
position than the citizen who can be docu
mented with a certificate of citizenship 
when called upon to prove U.S. citizenship. 

The Immigration and Naturalization Serv
ice has agreed that changes are necessary to 
resolve this long-standing question. In fact, 
the Immigration and Naturalization Service 
and the Department had previously agreed to 
propose legislation similar to that enclosed. 
It was agreed that this legislation, if en
acted, would resolve many problems which 
the Departments of State and Justice have 
experienced. Additionally, enactment of the 
proposal would eliminate duplication o! ef
fort by the Departments of State and Jus
tice. Each year the Immigration and Natural
ization Service receives a number o! requests 
for certificates of citizenship from citizens 
who are already documented with passports. 
These requests often are made because of the 
uncertain legal status of the passport as 
proof of citizenship. Enactment of the pro
posal would substantially reduce such re
quests and thereby reduce the workload o! 
the Immigration and Naturalization Service 
with concomitant saving of resources. 

The proposal which was agreed to by the 
Department of State and J.mmigration and 
Naturalization Service would have provided 
for comparable acceptability of the passport 
and another Department of State citizenship 
document, the Report of Birth Abroad of a 
Citizen o! the United States. The proposal 
would have incorporated this within section 
332(e) of the Immigration and Nationality 
Act (8 u.s.c. § 1443(e)). 

The Department now believes that it 
would be inappropriate to include discus
sion of the passport and Report of Birth in 
section 332 (e) as section 332 is concerned 
with administrative provisions and executive 
!unctions of the Attorney General in rela
tion to the issuance of naturalization cer
tificates. Therefore, the Department has pre
pared the enclosed draft bill concerning the 
U.S. passport which would have the same 
effect as the original proposal, but would 
place the language in Chapter 4 of Title 22, 
United States Code, which contains the stat
utory provisions governing passports. 

Additionally, the Department prepared a 
draft bill, submitted under sep .uate letter, 
which considers the Report of Birth in the 
same manner as the enclosed draft bill, but 
which places the language in a new section 
(104a) in Title I of the Immigration and 
Nationality Act (8 U.S.C. Sec. 1101 et seq.). 
This placement of the Report of Birth pro
vision section is appropriate as the preceding 
section, Sec. 104 in Title I, contains the au
thorization for preparation of such Reports. 

The Office of Management and Budget haa 
advised that there is no obje::tion from the 
standpoint of the Administration's program 
to the presentation of this legislative pro
posal to the Congress. 

Sincerely, 
J. BniAN ATWOOD, 

Assistant Secretary 
for Congressional Relations.e 

By Mr. MATHIAS (for himself, 
Mr. JAVITS, and Mr. DURENBER
GER): 

s. 1774. A bill to provide for a coordi
nated national policy on stable economic 
growth; to the Committee on Govern
mental Affairs. 

ECONOMIC GROWTH MANAGEMENT ASSISTANCE 
ACT 

e Mr. MATHIAS. Mr. President, the 
health of the Nation's economy is a mat
ter of continuing concern and intense 
debate. All the experts agree that the 
debate should address two particularly 

troublesome points: The slow rate of 
capital formation and uneven growth 
rates of both economic sectors and geo
graphic regions. 

Some regions of the country are grow
ing while others experience economic 
stagnation and decline. Some major in
dustries are relocating out of the so
called Frost Belt of the Northeast and 
Great Lakes regions to the warmer 
climes of the Southern and Southwestern 
Sun Belt. The problem has been por
trayed by the popular press as a "Second 
War Between the States." But I think 
that is too simple a picture which over
looks the particular ups and downs of 
individual local economies. A growing 
number of authorities recognize that this 
is not a phenomenon whch can be neatly 
categorized by geographic region or 
State. Even within those regions, there is 
no uni.~.orm pattern of economic per
formance. Some cities boom and others 
decline, irrespective of the region in 
which they are located. 

The White House Conference on Bal
anced National Growth held in Washing
ton just 1 year ago and attended by over 
700 pers011S, confirmed this. That Con
ference produced two overall growth pol
icy directions: 

Effective national growth and development 
policies must be "balanced," addressing the 
issues of growth as well as declir1e, seeking 
the equitable distribution of economic op
portuuities among all people and places and 
capitalizing on lo::al and regional advantages 
for our collective betterment. 

A "fair and flexible Federalism" is need~d. 
The Federal Government must play a more 
sensitive role in the Federal system, se~ting 
national objectives while recognizing the 
special character!stics of particular geo
graphic areas, and providing regions, states, 
and localities greater responsibility for decid
ing how to attain those objectives. 

And the President, in his January 19, 
1979, message to the Congress rer: orting 
on the Conference, summed up what this 
changed perception of national economic 
growth means for the Federal 
Government: 

These principles reflect a significant change 
in the way America perceives the question of 
national e::onomic growth. They mark a shift 
from a pred-:::minant con::ern with the e::o
n:::mic health of the Nation as a whole to 
greater attention to the economic vitality of 
subnational units, be they regions, states, or 
localities. The Conference found the que3tion 
cf the distrib utional impa::ts of Federal pol
icy to be of critical imp:rtance. The Confer
ence urged improvements in the processes by 
which growth policy is de;reloped. In exer
cising its responsibility for setting the gen
eral directions of such policies, the Federal 
Government should bring together and in
volve regic ns, states, localities and the pri
vate sectcr in a shared respon:oibility for 
planning and implementing them. . . . 

The Conference recognized that uniformly 
applied national practices and rules ignore 
substantial regional differences. The Federal 
Government must begin to fine tune national 
policy and programs, taking into account 
substantial diversity amcng regions, states 
and localitie3, and encouraging thr;mgh in
centives more shared responsibility in the 
achievement of national objectives .... 

The processes that shape energy, environ
mental, business, commt'nity, and economic 
growth policies in particular must be related 
to and supp: ·rt one another. The proper role 
of the Federal Government is to establish a 
coordinated policy framework to guide 
regional, state and local planning and deci-



September 19, 1979 CONGRESSIONAL RECORD- SENATE 25269 
sion-making, seeking insofar as possible to 
anticipate change so as to enable all levels of 
government as well as private interests to 
take timely actions. 

Frankly, I think it counterproductive 
for us to continue to describe the differ
ing growth rates, Federal spending pat
terns local tax efforts, and population 
shif~ in terms that imply that certain 
regions or States are "winning" or 
"losing." 

The Governor of Georgia, George Bus
bee, put it well in an address to the 
Southern Growth Policies Board: 

Since 1865 we have known as a nation that 
none of our regions oan have an independent 
political destiny . . . and I don't believe any 
region should aspire to or attempt to have an 
inaependent economic destiny. 

In principle . . . we are as much "one 
nation" economically as we are "one nation" 
politically. 

But the facts of the matter are that "eco
nomic equity" is as elusive ... as difficult 
to estab-lish and maintain as political justice. 

What we should be concerned with is 
the total economy, the inflation which 
continues to plague it, and high unem
ployment rates. We should focus on the 
trouble spots-those sectors of the econ
omy which are changing or slowing 
down· those areas where unemployment 
is th~ most intractable; those micro
economies which act as a drag on our 
national growth and prosperity. And we 
must have the foresight to recognize a 
new opportunity, idea, or technology 
when it comes along, and to nourish it 
and make use of it. 

Federal policy and practices have 
played an increasingly influential role in 
the course taken by our Nation's econ
omy. Federal decisions in facility loca
tion and relocation, construction, leasing, 
procurement, grants, and loans in many 
cases determine whether a town lives or 
dies economically. 

I particularly welcome the Carter ad
ministration's decision to use locational 
policies by Federal agencies as a tool to 
help distressed urban communities. This 
type of policy is long overdue. Wise as I 
think this policy is as a general matter, 
it is surrounded by such a bewildering 
array of other legislative and administra
tive directives that the urban policy's 
fundamental thrust of aiding distressed 
cities and people is almost completely 
blunted. 

For that reason, I held hearings on the 
issue in the Governmental Efficiency 
Subcommittee of the Governmental Af
fairs Committee on May 15 and 16. The 
witnesses who appeared at my hearings 
were extremely helpful in shedding light 
on various space management policies 
that either are or ought to be in opera
tion, and on the kinds of decisions that 
need to be made about when and where 
to locate Federal offices. From their testi
mony it seems clear that we must devise 
better ways to fulfiJI the goals of aiding 
distressed cities while maximizing the 
impact of limited Federal funds. 

In the past, particularlv during the 
Depression, various Federal policies were 
consciously promoted to invigorate the 
predominantlv agricultural economy of 
the South and Southwest of our country. 
Whenever possible, we tried to locate our 
military bases there. We even created a 

major public utility project-the Ten
nessee Valley Authority. And to a great 

.extent those policies succeeded in bring
ing industry, people, and rising incomes 
to the South and Southwest. 

Now we find that other regions, which 
had been doing quite well without any 
particular Federal policy stimulus, are 
beginning to feel left out. 

As Ralph Widner of the Academy for 
Contemporary Problems has noted-

Much of what we're calling a problem, 
we've b-een trying to do for 40 years, develop 
Western resources, bring the South U!) to 
parity with the North. Now we're wringing 
our hands over it. 

The fact is that ours is an economy of 
interdependent local and regional econ
omies and economic sectors. When these 
sectors become seriously imbalanced due 
to sudden spurts of growth in certain 
sections or prolonged high unemploy
ment in others, the stability of our en
tire economy is threatened. 

For all of these reasons, it is useful 
and appropriate to bring together those 
most involved in our national economy 
to focus on both the big picture and the 
microeconomies with special needs. The 
bill I am introducing today would do 
this. 

It establishes a Cabinet-level Council 
of 27 composed of the Secretaries of 
major departments involved in Federal 
spending as well as representatives of 
business and labor. The purpose of the 
Council is to monitor the trends in the 
economy at the national, regional, State, 
and local level and to take corrective ac
tion when needed to avoid sharp swings 
in economic activity that put a strain on 
particular parts of the economy or re
gions of the country. 

The Council would serve as a forum 
where the main actors could share their 
research and perceptions of economic 
trends. Federal departments and agen
cies would tell the Council when they 
proposed to take any major Federal ac
tion which could require adjustments at 
the local, State, or regional level. Such 
major Federal action could mean a mili
tary base closure or relocation, the ter
mination of a major contract for air
craft production, the proposed leasing 
of office space for several hundred Fed
eral employees or the awarding of a mass 
transportation grant to build a subway 
in a metropolitna area. It could also 
mean the proposed construction of a 
veterans hospital, the proposed closing 
of a local airport, or the awarding of a 
contract for research into new energy 
technology to a company, firm, or uni
versity. 

The Council would evaluate such pro
posed major actions to determine 
whether they would substantially affect 
the community and surrounding region. 
The mayors, Governors, and businesses 
likely to be affected also would be con
sulted to determine their contingency 
plans. In other words, the Council is 
supposed to keep everyone informed of 
proposed major Federal actions to avoid 
surprises, and provide technical assist
ance to communities when needed. In a 
sense, it is a form of emergency pre
paredness. 

The Council is also charged with de-

veloping and recommending to the 
President and the Congress a national 
economic growth policy, to be updated 
annual!y. 

The estimated cost of the Council, as
suming a staff of about 30, ranges from 
$3 to $3.5 million. 

Mr. President, I believe we in the Fed
eral Government need to bring some or
der to how we spend money, locate in
stallations, and lease space. Our activi
ties play a significant role in determin
ing the direction of the economy. We 
must begin to plan them better. 

In his Report to the Congress on the 
White House Conference on Balanced 
National Growth and Economic Develop
ment, the President noted how impor
tant it i.3 for the public sector to be clear 
about its rules of the game: 

The Conference was correct in sug
gesting that growth policy processes at 
all levels of government should assist 
elected decisionmakers and the private 
sector to-

Anticipate economically significant 
trends, such as sectoral shifts and the 
energy problems that have grown over 
the past decade; 

Relate sometimes conflicting national 
objectives, such as regulatory and growth 
policies, to one another; and 

Involve all levels of government and 
nongovernmental interests in priority 
setting. 

We have learned how important it is 
for business and labor, as well as the 
public sector, to understand how future 
industrial and employment changes will 
affect regions, States. and major popula
tion centers. Furthermore in the inter
est of a strong national economy and a 
healthier climate for investment, we 
must reduce to the extent possible the 
uncertainty and contradictory nature of 
public decisionmaking. 

This bill establishes just such a forum 
for reducing those contradictory public 
policies at the highest levels of Govern
ment-the Cabinet. 

It is not aimed at instituting national 
economic planning with established 5-
year goals as is done in several western 
European countries. Rather, I see the 
Council as a forum for beginning a 
necessary dialog about our economy, how 
and where it is growing, what role we 
e::Lch play in it, and how we can play our 
role better. The Council will not promul
gate new, complex Federal regulations, 
for ours is basically a free economy. 
Rather, it will monitor the directions of 
the P:Ublic sector of our economy, and 
coordmate the Government's role in pro
moting ordered growth. 

I ask that the text of my bill appear at 
this point in the RECORD. 

There being no objection, the bill was 
ordered to be printed in the RECORD, as 
follows: 

s. 1774 
Be it enacted by the Senate and House of 

Representatives of the United States of 
America in Congress assembled, That this Act 
may be cited as the "Economic Growth Man
agement Assistance Act". 

FINDINGS 

SEc. 2. The Congress finds and declares 
that-

(I) there is a disparity in growth rates be
tween cities and suburbs and between the 
various States and regions o! the Nation; 
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(2) this disparity may cause severe eco
nomic and population dislocations among 
localities, States, and regions, thereby im
peding the stable growth of the Nation's 
economy; 

(3) certain urban areas, particularly core 
cities, are experiencing a decline in the 
growth of key sectors of their economies, a 
declining tax base, and an increasing popula
t ion of dependent individuals; 

(4) other urban areas are experiencing un
precedented growth of this population, tax 
bases, and sectors of their economies; 

(5) the rate and composition of growth of 
different urban areas is exerting growing de
mands on the natural environment, re
sources, public services, capital improve
ments, and tax base of such areas; 

(6) the United States Government has 
made substantial commitments of money 
and manpower in the economic, scientific, so
cial , and technologic fields t hrough Federal 
leasing, contracts, direct employment, and 
location of facilities throughout the Nation. 
Those Federal spending and locational poli
cies are directly related to differing rates of 
growth between and among urban areas, 
States, and regions of the Nation. 

STATEMENT OF POLICY 

SEc. 3. (a) It is the policy of the Con
gress to insure a stable economic growth rate 
for the Nation in a manner which equalizes 
regional and urban growth rates. 

(b) The Congress, the Federal Govern
ment, State and local governments, and all 
citizens have a responsibility to conserve our 
environment through prudent management 
of existing resources and the development of 
new resources, both na.tural and man made. 

(c) It is the purpose of this Act to provide 
t he means through which the United States 
can promote an orderly and stable rate of 
economic growth for the Nation which will 
minimize economic and population disloca
tions a.tnong urban areas, States, and regions 
of the Nation; assure that dislocations do not 
compound recessionary trends which may be 
present in those areas; and encourage capital 
formation in the private sector. 

DEFINITIONS 

SEc. 4. As used in this Act, the term-
(1) "Federal agency" has the same mean

ing as provided under section 551(1) of title 
5, United States Code. 

(2) "Person" means any corporation, firm, 
partnership, association, individual, or other 
entity. 

(3) "Federal contract" means any con
tract entered into between a person and a 
Federal agency to furnish material or serv
ices to such agency in an aggregate amount 
of $5,000 or more. 

( 4) "Federal contr81Ctor" means any per
son determined by the Secretary of Labor 
to employ not less than 5 per centum of the 
local labor force as determined by the Sec
retary in the furnishing of material or serv
ices pursuant to the terins of a Federal con
tract, or as a subcontractor thereunder, and 
for whom such contract or contracts, includ
ing any under negotiation, represents more 
than 20 percentum of the total production of 
each specific plant or productive unit of such 
person's business with respect to which the 
Secretary of Labor is able to reasonably re
late an identifiable local labor force. 

(5) "Facility" means any plant or other 
establishment (or part thereof) engaged in 
the production, repair , modification, main
tenance. storage, or handling of material or 
goods for sale or lease to the Federal Gov
ernment or any building or real property 
owned or leased by the Federal Government. 

(6) "State" means any State of the Ur.ited 
States of America, including the District of 
·Columbia, the Commonwealth of Puerto 
Rico, and any other territory or possession 
of the United States. 

(7) "State agency" means the agency of a 
State which administers its unemployment 

compensation law, approved by the Secretary 
of Labor under section 3304 of the Internal 
Revenue Code of 1954. 

(8) "Substantially and seriously affected" 
means, with respect to any local or State 
government or region of the Nation or con
tractor or other business, as the case may be, 
abnormally high or low growth rates, severe 
unemployment, severe reduction in tax base, 
loss of critical sectors of their economies, or 
severe demands on publicly provide..l services. 

ESTABLISHMENT 

SEc. 5. (a) There is hereby established in 
the Executive Office of the President an Eco
nomic Growth Policy and Management As
sistance Council (hereinaft-.:r referred to as 
the "Council") which shall be composed of-

( 1) the Secretary of Defense; 
( 2) the Secretary of Agriculture; 
(3) the Secretary of the Interior; 
(4) the Secretary of Commerce; 
(5) the Secretary of Health, Education, 

and Welfare; 
( 6) the Secretary of Housing and Urban 

Development; 
(7) the Secretary of Transportation; 
(8) the Secretary of Energy; 
(9) the Special Representative for Trade 

Negotiations; 
(10) the Administrator of the National 

Aeronautics and Space Administration; 
( 11) the Chairman of the Council of Eco

nomic Advisers, who shall be Chairman of 
the Council (hereinafter referred to as the 
" Chairman") ; 

( 12) the Director of the United States 
Arms Control and Disarmament Agency; 

(13) the Assistant to the President for 
Domestic Affairs and Policy; 

( 14) seven rep res en ta ti ves of the business 
sector of the economy appointed by the 
President; and 

(15) seven representatives of the labor 
sector of the economy appointed by the 
President. 

(b) The Chairman of the Council of Eco
nomic Advisers shall preside over meetings 
of the Council and he shall designate a 
member of the Council to pre.:.ide in his 
absence. 

(c) The Council may invite additional in
dividuals to serve as members, either on a 
temporary or permanent basis, except that 
the membership of the Council shall not 
exceed thirt y members at any time. 

(d) (1) An Office of Economic Growth 
Policy and Management Assistance (herein
after referred to as the "Office") shall be 
established within the Executive Office of 
the President to provide staff support for 
the Council. The Office shall be headed by 
an Executive Secretary who shall be ap
pointed by the Chairman and who shall be 
compensated at the rate provided for grade 
GS-18 of the General Schedule under sec
tion 5332 of title 5, United States Code. It 
sha.J.l be the duty of the Office , at the re
quest of the Council , to assist communities, 
States, and regional organizations with eco
nomic growth planning, management, and 
execution, and to carry out such other duties 
as the Council may prescribe. 

(2) The Council may appoint and fix the 
compensation of such additional personnel 
as it deeins advisable. The Council may pro
cure temporary and intermittent services to 
the same extent as authorized by section 
3109 of title 5, United States Code. 

( 3) The Council is au thorize.d to secure 
directly from any executive department, 
bureau, agency, board, commission, office, 
independent establishment, or instrumen
tality of the United States, information, 
suggestions, estimates, and statistics to carry 
out the provisions of this Act . Each such 
entity is authorized and directed to furnish 
such information, suggestions, estimates, 
and statistics directly to the Council upon 
request ma.de by the Chairman. 

(e) Members of the Council who are om-

cers or employees of the Federal Govern
ment shall receive no additional compensa
tion for their activities as members of the 
Commission. Other Members appointed to 
the Council shall receive compensation at 
a rate of not to exceed $135 per diem when 
engaged in the J:erformance of the duties 
of the Council. While away from their homes 
or regular places of business in the per
formance of services for the Council , mem
bers of the Council shall be allowed ex
penses including J:er diem in lieu of sub
sistence in the same manner as persons 
employed intermittently in the Government 
service are allowed expenses under section 
5703 (b) of title 5, United States Code. 

DUTIES 

SEc. 6. It shall be the duty of the Coun
cil to-

(1) Insure a stable economic growth rate 
for the Nation. 

(2) Monitor and evaluate the impact of 
Federal spending, contracting, leasing, con
struction, and facility location and reloca
tion on local, State, and regional economies. 

(3) Identify local, State, and regional econ
omie3 which are experiencing above or be
low average economic growth or decline or 
are demonstrating trends toward abnormal 
growth or decline which could lead to severe 
disruptions in the national e:onomy. Such 
economies so identified shall be identified as 
"substantially or seriously aftected" as de
scribed in section 10. 

(4) Identify what if any relationship Fed
eral spending, contracting, leasing, construc
tion, and facility location and relocations 
have had in the past are having, and could 
have in the future on those trends in local, 
State, and regional economies. 

(5) Develo~ a national economic growth 
policy based on the foregoing data analysis 
and t he impact statements required under 
section 8. 

(6) Recommend to the President and 
Congress ways the Federal Government can 
promote economic growth and ameliorate 
economic decline in local, State, and regional 
economies, with particular attention to labor 
surf.lus areas as defined by the Bureau of 
Labor Statistics. 'rhe national economic 
growth policy shall be reviewed by the Coun
cil and updated annually. The annually up
dated policy shall be recommended to the 
President and the Con gress by February 1 of 
each year. Such policy shall identify priority 
national requirements for various sectors of 
the economy and shall take into considera
tion such subjects as renewable energy 
sources: energy efficiency; neighborhood re
vitalization; new technology for housing 
production and rehabilitation; new com
munications technology; mass transporta
tion; pre ventive health care; education; ba
sic and applied scie.ltific research; environ
mental protection and enhancement; space 
exploration; and agricultural and forestry 
technology. 

(7) Consult with the mayors of citie-s, 
Governors of States, and regional govern
ment al planaing organizations to encourage 
appropriate studies and action at the local, 
State, and regional level with regard to eco
nomic growth and management. 

(8) Consult with trade, industry, business. 
labor, and professional organizations to en
courage and enlist their expertise for a co
ordinated effort to improve the conditions 
for capital formation , new business ventures, 
expanded employment opportunities, and 
general growth and management of the econ
omy. 

(9) Develop guidelines to determine if a 
community, State, or region is substantially 
or seriously affected. 

(10) Develop and coordinate policies and 
programs to be carried out by Federal agen
cies to facilitate stable economic growth of 
the Nation. Such actions shall include rc-
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orienting existing Federal policies, programs, 
leases, contracts, and locations. 

(11) Assist communities, States, regions, 
and industries which may be substantially 
and seriously affected through the programs 
of the Federal Government. 

(12) Collect and disseminate to substan
tially and seriously affected Federal contrac
tors information useful to them in expand
ing, converting, and rehabilitating their 
businesses. 

(13) Perform the duties imposed upon the 
Council by this Act, and promulgate such 
regulations as may be necessary to carry out 
the provisions of this Act. 

.REVIEW OF FEDERAL ACTIONS 

SEc. 7. (a) It shall be the duty of the 
Council to review plans and proposals by 
Federal agencies which involve major new 
spending, as defined by the Council and with 
public notice thereof, in a particular city, 
State, or region, or which involve-

(1) the closure or relocation of a Federal 
fac1llty; 

(2) the relocation or reduction of Federal 
personnel; or 

(3) the reduction or elimination of a Fed
eral contract, 
the effect of which would be a significant 
disruption to the city, State, or regional 
economy involved. 

(b) The Council shall determine whether 
such plan or proposal conforms to the pol icy 
and requirements of this Act and those 
adopted by the Council. 

(c) The Council shall further insure that 
the proposing Federal agency has notified 
the affected city, State, and regional govern
mental planning organization as well as the 
industries or businesses likely to benefit or 
be harmed by such Federal action. 

(d) The Council's review of such planned 
or proposed Federal action shall evaluate the 
impact of such Federal action on-

(1) the economy of the city, State, and 
region directly and substantially affected; 

(2) the operatic ns of the proposing Federal 
agency in terms of achieving overall Federal 
agency goals; and 

( 3) the policy and goals of this Act and 
those adopted by the Council pursuant to 
this Act. 

(e) The Council shall consult with sub
stantially and seriously affected cities, States, 
and regional governmental planning organi
zations likely to be affe::ted by the proposed 
or planned Federal action in preparing its 
review of such action. The Cou n::il shall make 
its review of the planned or propo::;ed Federal 
action available to the affected Federal 
agency; the affected cities, States, and re
gional governmental planning organizations; 
and the affected industries and businesses. 

IMPACT STATEMENT 

SEc. 8. At the end of each fiscal year each 
Federal agency shall prepare an im'!)act state
ment on the effects of its spending, leasi '1 g, 
locations, and relocations of Federal facilities 
or personnel; reductions, eliminations, or 
increases of its loan , grant, and contract 
programs; and closures of its facilities on the 
local , State, and regional econ omies of the 
Nation. Such imoact statement shall include 
an analysis of the foregoing e1ements during 
the immediately preceding fiscal year, and 
projections with respect to such elements for 
the next fiscal year. Such impact statements 
shall measure changes in employment, out
put, prices, profits. and population. The 
Council shall determine any additional indi
cators which shall be used by one or more 
such reporting Federal agencies. The impact 
statements shall be prepared for the Council 
and made available to the Congress and the 
public in a timely manner at the end of each 
fiscal year. 

ANNUAL REPORT 

SEc. 9. The Council shall annually prepare 
and publish a written report concerning its 
activities pursuant to this Act. Such report 
shall incorporate information from the im
pact statements required under section 8 of 
this Act submitted to the Council. Such re
port shall oon tain-

( 1) an analysis of trends in the economies 
of localities, States, and regions : 

(2) economic growth opportunities likely 
to result from the execution of planned or 
propo.sed Federal actions reviewed by it pur
suant to this Act; and 

(3) the long-range and short-range impact 
to the national economy of possible over
production or underproduction of key sectors 
of the economy. 

SUBSTANTIALLY AFFECTED COMMUNITIES 

SEc. 10. The Council shall determine and 
make available to Federal a.sencies the names 
of substantially of seriously affecting cities, 
States, and regions. Communities not in
cluded may petition the Council to be so des
ignated. The Council shall make a deter
mination on such petitions within ninety 
days of their receipt. Federal agencies are to 
take into consideration the impact of their 
spending, lccational, leJ.sing, and contracting 
policies and practices on such substantially 
or seriously affected cities, States, and re
gions. Such agencies shall make such changes 
and adjustments in their spending, loca
tional, leasing, and contracting policies and 
practices so as to avoid in tensifying any neg
ative economic trends of those substantially 
or seriously affected communities identified 
by the Council. 

EMPLOYMENT ASSISTANCE 

SEc. 11. The Secretary of Labor shall make 
available to the maximum extent feasible 
employment training and retraining through 
the programs of the Department of Labor to 
substantially and seriously affected cities, 
States, regions, industries, and businesses. 
The Secretary shall establish, in cooperation 
with State agencies, employment referral and 
training assistance to employees displaced 
from their jobs as a direct result of Federal 
action. 

MANAGEMENT AND ECONOMIC ADJUSTMENT 

ASSISTANCE 

SEc. 12. (a) The Secretary of Commerce 
shall make available to the maximum extent 
feasible technical assistance and economic 
adjustment assistance to substantially and 
seriously affected cities, States, regions, in
dustries, and busines.-;es. The Secretary shall 
make particular use of the programs of the 
Economic Development Administration and 
Small Business Administration of the De
partment of Commerce in carrying out the 
provisions of this section. 

(b) The Secretary of Defense shall make 
available to the maximum extent feasible 
technical assistan<:e and economic adjust
ment assistance to substantially and serious
ly affected cities, States, regions, industries, 
and busine.sses. The Secretary shall make 
particular use of the programs of the Office 
of Economic Adjustment in carrying out the 
provisions of this section. 

AUTHORIZATION OF APPROPRIATIONS 

SEc. 13. There are authorized to be ap
propriated such sums as may be necessary to 
carry out the provisions of this Act.e 

By Mr. TALMADGE (for himself, 
Mr. HELMS, Mr. McGOVERN, Mr. 
YouNG, Mr. HuDDLESTON, Mr. 
DOLE, Mr. STONE, Mr. HAYAK!\WA, 
Mr. LEAHY, Mr. LUGAR, Mr. Zo
RINSKY, Mr. COCHRAN, Mr. MEL
CHER, Mr. BOSCHWITZ, Mr. PRY
OR, Mr. JEPSEN, Mr. BOREN, Mr. 

NuNN, Mr. McCLuRE, Mr. HoL
LINGS, Mr. THURMOND, Mr. BAYH, 
Mr. BURDICK, Mr. PERCY, Mr. 
CHILES, Mr. MORGAN, Mr. STEN
NIS, Mr. CULVER, and Mr. PRESS
LER): 

S. 1775. A bill to promote the develop
ment of energy from agricultural com
modities, forest products, and their 
wastes and residues, and rural energy 
conservation practices; to the Commit
tee on Agriculture, Nutrition, and For
estry. 
AGRICULTURAL, FORESTRY, AND RURAL ENERGY 

ACT OF 1979 

Mr. TALMADGE. Mr. President, the 
energy crisis is one of the most impor- , 
tant domestic issues this Nation faces, 
and several committees of the Senate are 
working their way through legislation 
that addresses this issue. Although it is 
not clear at this time what the final Sen
ate energy bills will contain, it is ap
parent that they will primarily focus on 
the production of synethetic fueis. 

While I have been a supporter of a 
synthetic fuel program of some type, we 
all must realize that large-scale syn
thetic fuel plants will be costly and not 
reduce our dependence on imported oil 
for several years. We must, therefore, 
also look at measures that will encour
age the production of alternate fuels in 
the near future. 

I believe that small-scale production 
of alternate fuels from agricultural and 
forestry products offers one of the most 
practicable and least costly ways of fill
ing the gap. The technologies for the 
efficient production of alternate fuels 
from wood, grain, and other biomass 
materials are available now for on-farm 
and small-scale commercial application. 

Also, methods to conserve the amount 
of energy used by farmers, rural resi
dents, and rural communities are now 
available, and can substantially reduce 
the Nation's overall energy consumption. 

What is needed is an effort by the 
Department of Agriculture to provide 
the necessary applied research, tech
nical know-how, and financial assist
ance in these areas. The Departmental
ready has in place an efficient delivery 
system that can be used for this purpose. 

The bill that I am intro1ucin~ tor:h.y-
the Agricultural, Forestry, and Rural 
Energy Act of 1979-addresses these 
needs. The bill amends the Food and 
Agriculture Act of 1977 to require the 
Secretary of Agriculture to implement 
within the Department of Agriculture: 
an agricultural, forestry, and rural en
ergy production, utilization, and con
servation program. The goal of the pro
gram would be to enable the United 
States to achieve net energy independ
ence by the year 2000 for agriculture 
and forestry production, processing, and 
marketing, and a 50-percent reduction 
in petroleum and natural gas use by 
rural residents and communities. It 
would establish research, extension, 
demonstration, loan, grant, and cost
share programs necessary for the effec
tive implementation of the program. 

Mr. President, I ask unanimous con-
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sent that there be printed at this point 
in the RECORD a summary of the bill. 

There being no objection, the sum
mary was ordered to be printed in the 
RECORD, as follows: 
SUMMARY OF THE MAJOR PROVISIONS OF THE 

AGRICULTURAL, FORESTRY, AND RURAL EN
ERGY ACT OF 1979 
The bill adds a new t itle XX to the Food 

and Agriculture Act of 1977. 
New title XX would require t he Secretary 

of Agriculture to implement, within the 
Depart ment of Agricult ure, an agricultural, 
forestry, and rural energy production, use, 
and conservation program. The goal of the 
program would be to enable the United 
St ates to achieve net energy independence 
for agricultural and forest production, proc
essing, and marketing, and a 50 percent 
reduction in petroleum and natural gas use 
by rural residents and communities, by the 
year 2000. 

New title XX would also establish research, 
extension, demonstration, loan and grant 
programs necessary for the effective imple
mentation of the program. 

Specifically, the major provisions of the 
bill would-

( 1) designate the Department of Agricul
ture as the lead Federal agency for the de
velopment and production of alternate fuels 
.from agricultural commodities and forest 
products and for research, extension, and 
conservation activities related to agricul
tural, forestry, and rural energy; 

(2) require the Secretary of Agriculture 
to implement an agricultural , forestry , and 
rural energy product ion, use, and con
servation program t hat will enable the 
United States to meet the goals of net 
energy independence for agriculture and 
forestry, and a 50 percent reduction in 
petroleum and natural gas use by rural resi
dents and communities, by the year 2000; 

(3) require the Secretary, jointly with 
other Federal agencies, to establish proce
dures for coordination of the agricultural, 
forestry, and rural energy program and ac
tivities under new title XX with other Fed
eral energy programs; 

(4) establish the Agricultural, Forestry, 
and Rural Energy Board to assess agri
cult ural, forestry, and rural energy needs 
and resources and develop the agricultur-al, 
forestry, and rural energy production, use , 
and conservation program; 

(5) provide for applied research and ex
tension by the Department of Agriculture to 
develop renewable resources energy produc
tion and rural energy conservation; 

(6) provide for applied research and exten
sion by State institutions, as follows: 

(a) appropriations of $50 million annually 
would be authorized to support applied re
search by State agricultural experiment sta
tions to develop renewable resources energy 
production and rural energy conservation; 
and 

(b) appropriations-of $50 million annu
ally under the Smith-Lever Act, and $5 mil
lion annually under the Renewable Resources 
Extension Act of 1978-would be authorized 
for rural energy extension work by State. ex
tension services; 

(7) establish four wood energy centers, 
each in a different region of the Nation, in an 
area in which there is a large amount of 
private forest land. Where feasible, each 
center would be located at an existing forest 
research facility of the Department of Agri
culture. Under the direction of the Agricul
tural, Forestry, and Rural Energy Board, 
each center would perform research, provide 
technical assistance, and operate demonstra
tion projects relating to wood energy pro
duction and use, and energy production, use, 
and conservation in the rural areas within 
the region; 

(8) establish a cost-share program for 

owners of 1,000 acres or less of nonindustrial 
forest land, under which the Secretary would 
provide cost-share funds for up to 75 percent 
of the cost of forest improvement practices to 
increase the production of wood for energy. 
Up to $100 million could be made available 
annually to the Secretary for this program; 

(9) establish a 5-year pilot program under 
which the Secretary would make loans to 
owners of 5,000 acres or less of nonindustrial 
forest land to support forest management 
practices designed to incre-se the produc
tion of wood for energy. Applicants would be 
required to meet a test for credit; 

(10) authorize grants to State forestry 
agencies for additional State foresters to pro
vide te.::hnical assistance to forest landown
ers in producing wood for energy; 

(11) authorize the Secretary to provide 
management and planndng assistance to 
State foresters on State programs relating 
to the production of wood for energy; 

(12) for 5 years, authorize up to $10 mil
lion annually in loans for the establishment 
of fuelwood concentration and distribution 
centers that make fuelwood available to 
homeowners; 

(13) establish four agricultural biomass 
energy centers, each in a different region of 
the Natdon, in an area in which there is 
intensive use of the land for growing agri
cultural commodities. Where feasible, each 
center would be located at an existing agri
cultural research facility of the Department 
of Agriculture. Under the direction of the 
Agricultural , Forestry, and Rural Energy 
Board, ea.ch center would perform research, 
pro vide technical assistance, operate demon
stration pro,ects relating to agricultural bio
mass energy production and Gse, and energy 
production, use, and conservation in rural 
areas within the region, and train extension 
personnel to conciuct agricultural biomass 
energy workshops; 

(14) direct the Secretary to implement a 
workshop, training, information dissemina
tdon, and technical as3istance program on 
small-scale agricultural biomass energy pro
duction for farmers and rural residents and 
communities. The program would be con
ducted by the State extension services in 
areas in which there is intensive use of the 
land for agricultural production. To the ex
tent feasible, at least 100 workshops would 
be conducted annually; 

(15) direct the Secretary to make loans for 
on-farm or commercdal pro,ects for the pro
duction or use of energy from agricultural 
commodities and forest products. The Secre
tary would be authorized to make $250 mil
lion in direct loans, and to provide loan 
guarantees for $1 billion in other loans, an
nually, with one-third of the loans being 
earmarked for wood energy projects. In ad
dition, one-fourth of the loans, dncluding 
loans for wood energy pro,ects, would be 
allocated to on-farm and small-scale com
mercial projects. 'lhe Secretary would be 
authorized to award grants for demonstra
tion projects; 

(16) amend the Consolidated Farm and 
Rural Development Act to-

( a) authorize farm ownership loans for 
nonfossil fuel energy systems used in farm 
operations, and farm operating loans for 
equipment that uses energy derived from 
renewable resources or that increases energy 
conservation (and, for each of the fiscal years 
1980, 1981, and 1982, specifically authorize 
the use of $50 million for such farm owner
ship loans, and $20 million for such farm 
operating loans); 

(b) authorize rural industrialization loans 
for commercially feasible projects for renew
able resources energy production (and, for 
each of the fiscal years 1980, 1981, and 1982, 
specifically authorize the use of $20 million 
for direct loans for such purpose, and $250 
million for guaranteed loans for such pur
pose); and 

(c) authorize loans to rural electric coop-

eratives for projects to generate electricity 
using nonfossil fuel sources (and, for each 
of the fiscal years 1980, 1981, and 1982, spe
cifically authorize the use of $25 million !'or 
such loans) ; 

( 17) authorize the Administrator of the 
Rural Electrification Administration to make 
grants in fiscal years 1980 through 1983 to 
rural electric systeiOS for projects demon
strating alternative energy and conservation 
technologies, including small scale hydro
power, geothermal, fuel cell, wind, solar, 
wood, peat, and biomass projects. Appropria
tions would be authorized for such grants as 
follows : $10 million for fiscal year 1980, $20 
million for fiscal year 1981, $25 million for 
fiscal year 1982, and $30 million for fiscal year 
1983; 

( 18) direct the Secretary to provide cost 
sharing and technical assistance to farmers 
under the Agricultural Conservation Pro
gram for energy conservation measures; and 

(19) become effective October 1, 1979. 

Mr. TALMADGE. Mr. Pres:dent, the 
Agricultural, Forestry, and Rural Energy 
Act of 1979 focuses on en~rgy that can be 
produced from wood and wood wastes; 
energy that can be produced from agri
cultural commodities and residues; and 
tho reduct:on in the amount of petroleum 
and natural gas used by our Nation's 
farmers, ranchers, and other rural resi
dents. I am opt;mistlc about the poten
tial of each of these three areas. 

ENERGY FROM WOO:> AN:> WOOD WASTES 

Historically, our Nation has relied up
on its fore3ts to build its homes and to 
provide its paper products. I am con
vinced, however, that our forests can also 
supply a significant amount of this Na
tion's total energy m:eds. Let me use my 
home State as an example. 
S~nce 1950, the annual wooj produc

tion in Georgia on an average acre of 
forest land has increased from about 
one-half cord to over one cord. This in
crease has come about because of vigor
ous programs of forest improvement, in
cluding use of improved species, better 
timber stand improvement and site 
t:reparation, and better firefighting 
techniques. These programs have been 
used to allow Georgia to become the Na
tion's leading producer of wood and wood 
products. 

In Georgia, estimates have been made 
by the Georgia Forestry Commission and 
Georgia Institute of Technology show
ing that wood can supply up to 25 per
cent of the State's energy needs annually 
forever. This wood would come from 
waste material that never leaves the 
forest, such as cull timber, loJging 
wastes, and excess growth of no commer
cial value. 

Nationally, a similar picture for the 
potential of wood for energy has 
emerged. While presently we obtain 
about 2 percent of our energy needs from 
wood, it is estimated that our forests can 
produce up to 8 quadrillion Btu's-one
tenth of our national energy needs-this 
year and for every year in the future. 
With improved management, such as my 
bill would provide for, this percentage 
can be increased even more. 

It is important to realize that the wood 
available for ene11gy production that I am 
talking about is in addition to the wood 
already produced for lumber and paper. 
Wood from mill residues, logging wastes 
such as the tops, limbs, and stumps of 
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trees, and noncommercial, dead, and cull 
trees can all be utilized. Thus, I am not 
talking about doing away with or threat
ening the present timber supply. Insteac;l. 
by using the wood for energy that 1s 
wasted today, we can build a new for~st 
industry that will take its place alongside 
the lumber and paper industries. 
METHODS OF OBTAINING ENERGY FROM WOOD 

The possibility of using wood for 
energy on a large scale has always ex
isted in the lumber and paper industries. 
Companies have burned wastewood ~o 
cogenerate steam and electricity in their 
plants for years. At present, that indus
try uses about 1.1 quadrillion Btu's de
rived from wood-more than all other 
forms of energy produced from renew
able sources combined. Outside of these 
forest products industries, though, wood 
has not been very widely used as fuel. 
Several technologies are emerging, how
ever, that will cause wood to be used to 
a much greater extent. 

The most promising and immediate 
prospect for converting wood to ener~y 
is the use of chips and solid wood m 
newly developed wood-burning furnaces 
and boilers that are very efficient and 
virtually pollution-free. Such units are 
particularly suited for commercial .a~d 
institutional uses. Two wood-fired utility 
plants now produce energy exclusively 
for public consumption-one in Vermont 
and one in Oregon. Work is underway to 
develop similar heating units for small 
buildings such as private homes. 

Another technology for converting 
wood to energy is through a process 
called pyrolysis. This is not a new tech
nology, but builds upon the knowledge 
developed with coal by Germany in 
World War II. By pyrolyzing wood, the 
solid fuel can be transformed into char, 
oil, and gas and is suited for large ener
gy-users who can refit existing oil and 
natural gas furnaces. 

Technology is also developing rapidly 
for the total gasification of wood. Wood 
gas produced by gasifiers can be burned 
in boilers and dryers or converted into 
methanol to use for gasohol. 

In addition to industrial-scale pyrol
ysis and gasification units, efficient home 
heaters are now on the market that can 
operate 5 to 10 times more efficiently 
than old fashioned fireplaces . These 
technologies show great promise for con
verting wood to energy cleanly, effi
ciently, and economically. 

In addition to these units, specialized 
equipment is being developed that will 
put raw wood into pellet or briquet 
forms. This processing will allow wood 
to be handled as a commodity, with fixed 
energy values and greatly reduced wood 
storage and handling costs. 

While these technologies are emerg
ing, and I have only mentioned a few, 
they are at the "Model A" stag·e of de
velopment; we must move them to the 
stage of development of the modern 
automobile. With these new technologies, 
wood can be harvested, processed, and 
converted to usable energy in our fac
tories and homes. The bill I am introduc-
ing today would provide the necessary 
incentives to get the job done. 

ECONOMIC IMPACTS OF WOOD ENERGY 

The economic benefit of wood energy 
is perhaps as important as the energy 
benefit. If we build a new market for 
wood and wood wastes, rural jobs will be 
created and rural incomes will be in
creased. Thus, by encouraging wood en
ergy, we are building jobs for rural 
Americans and strengthening our rural 
economy. 

In Georgia alone, a wood energy in
dustry producing 25 percent of the 
State's energy would be worth as much 
as $600 million in fuel sales alone. With 
the secondary economic impact, up to 
$1.5 billion of economic activity might 
be generated. Nationally, wood can pro
duce $8 to $10 billion in fuel sales, <?r 
about $20 billion worth of total economic 
activity. This is one-half of the cost of 
foreign oil to our Nation today. 

Another major benefit from wood en
ergy is that it is a domestic energy re
source under control of our people. No 
cartel can turn the supply on or off at 
its whim. 

Use of wastewood as energy will help 
the small woodlot owner by giving him 
another marketable product. Over 275,-
000 persons own almost 12 million acres 
of forest land in Georgia. Most of the 
eastern forests have similar ownership 
patterns. By producing another crop
energy from wood and wood waste-the 
additional income potential will help 
small landowners and give rural Amer
ica a real economic boost. 

ENVIRONMENTAL IMPACT OF WOOD ENERGY 

Economic benefits are important, but 
the rural environment is important too 
and must be considered in view of energy 
needs. 

Wood energy offers significant ad
vantages over most coals since ash is 
much lower in wood than coal, and wood 
has little sulfur-0.1 percent compared 
to 3 percent or more for coal. In most 
coal-to-synthetic fuel technologies, this 
sulfur must be removed, but with wood, 
the problem is not present. Also, in di
rect combustion systems, sulfur emis
sions are not produced on nearly the 
scale by wood burning as for coal. 

Combustion of wood or other wood 
conversion technologies are also more 
acceptable from a carbon monoxide 
buildup standpoint. Since trees require 
carbon dioxide as food and carbon diox
ide is produced when wood is burned, 
a balance is assured. 

With these positive environmental fac
tors, we must not lose sight of the need 
to manage the wood energy resource 
wisely. Unless reforestation programs are 
widely employed, we could risk deforest
ation in some areas with significa."lt en
vironmental harm. However, with proper 
management through technical a11d 
economic incentives, these problems 
need not occur. This bill provides those 
needed incentives. 

In summary, Mr. President, sufficient 
waste wood resources exist in the form 
of cull wood, logging wastes, and excess 
growth to supply up to 10 percent of 
our projected national energy needs. 
This resource can be tapped in the near 
term. But to do so will require a con-

centrated effort by the Department of 
Agriculture working closely with the 
private sector. Such an effort needs to 
be carried out on a regional basis. Ex
pertise needs to be developed in the 
south, the Northeast, the Great Lakes 
States, and the Northwest by groups in 
those areas. As we develop this resource, 
we must work to initiate a strong re
forestation program. All of these steps 
will help to reduce our dependence on 
foreign oil, will create l'ural jobs and 
increase rural incomes, and will make 
our land more valuable by creating a 
market for presently wasted wood. It is 
for these reasons that I have made ener
gy from wood and wood wastes a major 
thrust in this bill. 
ENERGY FROM AGRICULTURAL COMMODITIES AND 

RESIDUES 

Another major focus of this bill con
cerns alternate fuels, especially aloohol, 
that can be produced from agricultural 
commodities and residues. Ethyl alcohol, 
or ethanol, can be produced with exist
ing technology from a wide variety of 
crops and waste residues-all the way 
from commodities such as corn and sor
ghum to waste products such as sugar 
bagasse, peanut hulls, citrus pulp, or 
commodities that have gone out of con
dition storage. 

In addition, it is my understanding 
that one new process for converting cel
lulose, through the use of enzvmes, to 
alcohol offers great promise. With this 
new process, it is possible, I am told, to 
obtain twice as much alcohol from a fixed 
amount of high cellulose crop such as 
sweet sorghum. Sweet sorghum, Mr. 
President, can be grown in almost every 
part of this Nation-including dryland 
areas. Also, other new technologies con
cerning alcohol production from renew
able resources offer great promise. 

If in fact these new processes can be 
refined and put to on-farm and small
scale commercial application, farmers 
will have a new crop-an energv croP
that they could grow profitably. This 
could change the net income picture for 
agriculture dramatically, such as the 
advent of soybeans has done within the 
last three to four decades. The potential 
is enormous, and must be realized as 
soon as possible. It can be done if my 
bill is enacted into law. 

I have been a long-time supporters of 
gasohol-a blend of gasoline and alcohol 
that is used for motor fuel. During con
sideration of the Food and Agriculture 
Act of 1977, the Senate included a re
quirement that the Secretary of Agricul
ture provide for four pilot projects for 
production of gasohol from agricultural 
and forest products through Commodity 
Credit Corporation loan guarantees of 
up to $60 million. The Department of 
Agriculture re:::eived 30 formal appli
cations for these 4 pilot projects
demonstrating willingness in the private 
sector to use private resources to make 
alcohol for blending with gasoline if the 
Government will bear apart of the 
risk. 

Since the passage of the 1977 act, I 
have received many inquiries from per
sons in Georgia and other States who are 
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vitally interested in alcohol production 
for fuel and have developed innovative 
plans for alternate energy production 
utilizing farm and forest products. 

Let me give one example, Mr. Presi
dent, of a proposal that is being con
sidered in my home State this very mo
ment. Georgia is the second largest 
broiler producing State in this Nation, 
and consequently, a large amount of corn 
has to be purchased outside the State. 
A Georgia poultry farmer is seriously 
thinking about purchasing the corn, us
ing the starch in the corn to make gas
ohol on a small scale, and feeding the 
residual material, called distiller's dried 
grain which is high in protein, to poul
try. The corn ultimately would be used 
for feed; however, alcohol would also 
be produced-increasing the farmer's in
come while reducing our dependence on 
imported oil. 

Since the feedstock used to furnish 
the t .eat to distill the alcohol from the 
corn would be wood, every gallon of alco
hol produced from this small-scale unit 
would be replacing 1 gallon of im
ported oil. There is only one problem
most private lenders remain skeptical 
about a new idea such as this one. Ei
ther a Federal loan or a loan guarantee 
is needed before private capital will move 
into new and innovative projects such 
as this one. 

It is my belief, however, that once sev
eral loans and loan guarantees are made 
on small-scale projects such as this one 
and they prove feasible, private capital 
readily will flow to finance these proj
ects without Government involvement. 
Thus, I strongly believe that if the bill 
I am introducing today is promptly en
acted, our farmers will have the ability
not only to provide this Nation with the 
most reasonably priced food supply in 
the world-but also to help relieve us of 
the economic stranglehold OPEC has on 
us today. 

While the Department of Agriculture 
has processed and tentatively approved 
four pilot projects involving a total of 
$42.7 million in loan guarantees, I am 
sure each and every Senator has been 
told of other imaginative and feasible 
proposals in his or her State that go 
begging for the Federal Government to 
help share some of the risks in develop
ing new technologies. This seems a shame 
since the Department of Agriculture has 
already promulgated the necessary regu
lations and established an approval 
process, and could guarantee several 
more projects without major adminis
trative expense. 

I know there are many skeptics about 
the feasibility of gasohol-both on eco
nomic and net energy gai.n considera
tions. I am not sure who is right or 
wrong on these questions, but I do know 
we are now facing a severe energy crisis
a crisis that will only grow worse unless 
this Nation develops renewable sources 
of energy that are not owned and con
trolled by OPEC. 

I also know that the sale of gasohol 
in service stations throughout the Na
tion is increasing rapidly when and 
where it is available. I also am told that 
the Nation's largest producer of alcohol 
used in gasohol-Archer Daniels Mid-

land Co. of Decatur, Ill.-clai.rn:> that, 
with the improved technology that it is 
presently using, the positive net energy 
gain ratio approaches 2 to 1. 

I also know that it is a clean burning 
high-octane fuel that works well in cars. 
Car manufacturers apparently have no 
reservation about gasohol, for they have 
recently extended new car warranties to 
cover those who use it. 

In Brazil, a national program is now 
being put into effect to convert all of 
their automobiles to burning alcohol 
made from agricultural and 1Iorest prod
ucts. Mr. President, I a:>k unanimous con
sent that there be printed at this point 
in the RECORD a recent article wllich ap
peared in the Washington Post describ
ing Brazil's effort to reduce its depend
ence on imported oil through the exten
sive use of alcohol. 

There being no objection, the article 
was ordered to be printed in the RECORD, 
as follows: 
(From the Washington Post, Sept. 18, 1979] 
BRAZIL PROMOTES PURE ALCOHOL AS AL'IERNATE 

FuEL-CAR ENGINES PuRRING HAPPILY AS 
TRADITIONAL "ONE FOR THE ROAD" GOES IN 
THE TANK 

(By Larry Rohter) 
Rio DE JANEmo.-Brazilian President Fig

ueiredo now rides to all o.!ficial functions in a 
Ford LTD limousine that runs on pure alco
hol. The other day he was photographed driv
ing an alcohol-powered Beetle on the streets 
of Brasilia. 

Within months, the first chief of state to 
use an o.!ficial car running on pure alcohol 
will be joined by thousands of his fellow
citizens. Gen. Figueiredo and the head of the 
Brazilian Association of Automobile Manu
facturers are ~cheduled to sign an agreement 
Wednesday aimed at putting 1.7 milllon al
cohol-powered cars on the highways over the 
next five years. 

The accord is the latest step in the govern
ment's ambitious, long-term plan to end de
pendence on costly imported oil. Brazillan 
cars already run on gasohol, a mixture of 20 
percent alcohol with gasoline and the ulti
mate aim is for pure ethyl alcohol to be the 
basic auto fuel. 

Under the agreement, auto manufacturers 
in Brazil are to produce at least 250,000 
alcohol-powered vehicles a year for the 
domestic market, beginning in 1980. (An
other 500,000 existing cars are to be con
verted.) Signatories to the accord include 
the local subsidiaries of General Motors, 
Ford, Volkswagen and Fiat. 

"What Brazil has come up with here 1s a 
way of saving the automobile," says Pro!. 
Jose Goldemberg of the University of San 
Paulo, former president of the Brazilian So
ciety of Physicists. "When the world's oil 
suppliers run out, the car wlll be obsolete 
unle~s an alternative fuel supply is ready." 

The Braz111an government is to guarantee 
that production of sugar cane, which when 
refined yields the alcohol , will be sufficient to 
supply the cars. It is to replace its entire 
official fleet of conventional cars with alco
hol-powered autos. 

The alcohol program has been a top energy 
priority here since the 1973 oil crisis. Rising 
prices and the oil supply crunch triggered by 
the Iranian crisis have accelerated the Brazil
ian drive for energy independence. 

Brazil currently has six million cars and 
a growing industry that produces more than 
a million vehicles annually. Government 
statistics have predicted that the 1979 on
import blll wlll reach $7.5 blllion. 

As a result of the government drive, ethyl 
alcohol output here already has jumped from 
169 million gallons in 1975 to an estimated 

910 million gallons this year-more than 
total alcohol consumption in the rest of the 
world. 

The Brazilian goal is to produce at least 
2.75 billion gallons a year by 1985. To achieve 
that target, the go\ernment program calls 
for investments of $11 blllion in distilleries 
and other alcohol-related projects through 
H184. 

"Brazil is the only country in the world 
that has already made official an alternative 
energy program based on alcohol ," said Gen
eral Motors do Brasil President Joseph San
chez. "The government has reacted in a real
istdc and rational manner," to the energy 
crisis. 

At General Motors' plant in Sao Paulo 
state, the first 252 alcohol-powered vehicles 
rolled off the assembly line last week des
tined for a government agency. Early next 
year, GM will begin mass producing its al
cohol-powered vehicles for the public. 

GM says its new motor, developed in Brazil 
by an international technical team and capa
ble of running on gas, alcohol or a combina
tion of the two, is the first "multifuel" en
gine. To restructure its Brazilian operation 
and expand production , GM plans to invest 
$500 million here during the next !our years. 

By 1982, GM expects to be manufacturing 
330 ,000 of its multifuel engines at the re
vamped :9razilian plant. Of that total, all 
but 80,000 will be earmarked for export to 
Britain, Japan , West Germany and Austral:a. 

A General Motors spol{esman here said, 
however, that the company has "no plans at 
pre£ent" to export the four-cylinder multi
fuel engine to the United States or to manu
facture it at the company's parent plant In 
Michigan. 

"Theoretically, there are no barriers that 
would pre ;ent us from selling or making our 
line of alcohol-fueled vehicles and engines 
in the U.S.," said Jairo Lottie of GM. "It's 
just not in our plans at the moment." 

Ford do Brasil, which later this month wlll 
begin mass-producing an alcohol-powered 
version of the LTD and two other models 
in its 1980 line, also says that it does not 
envision exports to the United States in the 
near future. Production is aimed at meet
ing local demand first . 

"At this .t,)Oint, it doesn't depend as much 
on us as the Brazilian government," said 
engineering and technical chief Mauro Bor
ghettl. "If they provide the infrastructure 
that assures there will be enough alcohol to 
go around, we'll make the cars." 

To encourage consumers to switch to 
alcohol-powered autos, the government has 
already instituted a series of incentives. 
Credit restrictions and taxes have been eased 
for purchasers of alcohol-fueled vehicles and 
as of Jan. 1, drivers of cars running on pure 
alcohol will be exempted from the current 
prohibi tion on weekend fuel sales. 

The biggest boon to users of alcohol comes 
in filling the car's tank. Government decrees 
have est ablished a pump price of 87 cents a 
gallon for alcohol-as opposed to $1 .86 a 
gallon for regular gasoline and $2 .98 for 
high-test. The government says the cost of 
producing the alcohol is 70 cents per gallon. 

Inventive public relations exercises also 
have been undertaken in an effort to win 
public confidence. On Sept. 7, Brazil's inde
pendence day, 170 race drivers participated 
in an alcohol-only auto race, held at the 
same Rio autodrome wr.ere the annual inter
national Grand Frix takes place. 

"I see nothing but advantages to be gained 
from using alcohol as a fuel," said the win
ning driver , Arthur Bragantini, after the 
race. "The engines perfo!"m bet ter, and since 
the motor temperature is lower, last longer." 

Similar conclusions were reached by par
ticipants in a road test sponsored earlier 
this mont h by the automotive magazine 
Quat ro Rodas. Results of the four-day trial 
indicated that "the performance of alcohol-
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powered cars is as good as, if not better, than 
that of conventional automobiles." 

Involved in the 62 ,000 mile road test were 
the Volkswagen "Passat" (Dasher) and Fiat's 
147 model. Average mileage for the partici
pating cars was 27.3 miles per gallon. 

Such figures lead some Brazilians to think 
they have found , if not an answer to the 
energy crisis , at least a partial solution. Al
ready, delegations from the Philippines, 
Africa and Central and South America have 
sent delegations to investigate possibilities 
of adapting their auto fleets to run on alco
hol with Brazilian-designed technology. 

Mr. TALMADGE. Mr. President, the 
vital role that alcohol fuels can play in 
meeting our Nation's energy needs is well 
stated in a policy review study that was 
recently issued by the Department of 
Energy. 

The study reports : 
Alcohol fuels (both ethanol and methanol) 

can contribute to U.S. energy resources by 
using domestic, renewable resources and coal 
to extend supplies of high-quality liquid 
fuels. 

The Energy Department study goes on 
to say: 

Indeed, ethanol is the only alternative fuel 
commercially available now, and the only 
one likely to be available in quantity before 
1985. 

Reading further from the study: 
Alcohol fuels represent important supplies 

based on the American agricultural system 
and on the potential of U.S. coal. 

Mr. President, at the present time, 
most of the alcohol used in blending with 
gasoline is produced from the alcohol in
dustry's unused plant capacity. Thus, 
gasohol is now available only on a limited 
basis. Before farmers, cooperatives, and 
others will build facilities for greatly ex
panded alcohol production to make gaso
hol available, small-scale technologies 
must be refined and tested, as well as 
technical and financial assistance of
fered. 

Alcohol production from farm com
modities and wastes is one of many al
ternatives that we must pursue as ana
tion. It is one of the fuels that can be 
most quickly developed. The immediate 
need is for the Federal Government to 
share risks with the private sector in per
fecting existing alcohol technologies, us
ing a number of different feedstocks. 

I am convinced that an expanded loan 
and loan guarantee program is the best 
and most cost-effective way the Federal 
Government can stimulate gasohol pro
duction and use. Under the loan guaran
tee program, for example, private capital 
is used to finance the pilot projects. The 
Federal Government only guarantees 
such loans against default. Thus, a $!
billion gasohol project loan guarantee 
program may cost the Government little 
or nothing if only those projects with 
demonstrated potential are approved. 
And with direct loans, the interest 
charged is at least the cost of borrowing 
money. Thus, such a program would have 
little budgetary impact. 

The results of this loan guarantee pro
gram would be to stimulate private in
vestment in developing new techniques, 
especially those well suited for small
scale application, that could lead to 

greater availability and increased use of 
e;asohol on a nationwide bas:s. It would 
assist significantly in reducing our de
pendence on foreign oil-the goal that 
President Carter has now set as the 
highest national priority. But there 
woald also be direct benefits to farmers, 
consumers, and taxpayers with the de
velopment of new markets for farm 
products, lower costs of Government 
price support programs for agricultural 
commodities converted to energy, and 
increased motor fuel supplies. 

In fact Mr. President, the savings from 
Government price support programs 
would be much greater than the cost of 
implementing this bill. 

This program has a unique potential 
for meet:ng the energy needs of American 
agriculture. It would encourage the de
velopment of alcohol fuel production 
from small plants especially adapted to 
supply energy needs for essential farm 
t:urposes. We may well see the develop
ment of on-farm energy production on a 
widespread basis as a result of the small
scale production units that could be built 
under the provisions of this bill. 

ENERGY CONSERVATION AND UTILIZATION 

While there is great potential in pro
ducing alternate energy from renewable 
resources, there also appear to be many 
ways in wh:ch farmers, ranchers, food 
processers and reta:lers can reduce their 
consumption of petroleum and natural 
gas. In addition, it appears that many 
rural residents, communities, and indus
tries can also achieve great savings in the 
amount of petroleum and natural gas 
consumed. 
PRODUCTION, PROCESSING , AND MARKETING OF 

FOOD AND FIBER 

Energy used in the food system in
creases the productivity of other re
sources used in the process. The com
bined energy uses may increase produc
tivity far beyond the sum of individual 
uses. For example, in intensively irri
gated agriculture, high energy use for 
fertilizer, weed and pest controls, quality 
seed, and extensive tillage, in addition 
to t':le water provided, permit maximum 
use of solar energy and high yields. 

The imr:ressive yields of modern agri
culture have been made possible largely 
by substituting energy from oJ and nat
ural gas for land and labor. Abundant 
supplies of fossil energy, relative to other 
resources, have resulted in a growing de
pendence on these fuels by all sectors of 
the U.S. food and fiber system-produc
t~on, proces·sing, transportation, market
ing, and preparation for consumption. 

Our total food system uses one-sixth 
of the Nation's energy. Of this energy, 
83.4 percent is spent off the farm. Of the 
remainder, 30 percent is used for field
work; 20 percent for irrigation; 25 per
cent for transportation; 8 percent for 
cropdrying; 12 percent for livestock, 
dairy, and poultry production; and 5 per
cent for other uses. 

In the production of crops, agriculture 
uses 3 percent of the energy consumed in 
the Nation. Fertilizer and pesticide appli
cation represents over one-third of the 
energy used in production agriculture, 
while field machinery operations is the 

second largest use category. More specifi
cally, the Nation's 2.5 million farmers 
consume 6.3 billion gallons of gasoline 
and diesel fuel, some 173 billion cubic 
feet of natural gas, 1.5 billion gallons of 
propane, and 32.3 billion kilowatt-h'ours 
of electricity in an average year. 

While amounting to a small proportion 
of the energy used in the country, the 
energy required to keep our farmers and 
ranchers in operation is a vital and in
creasingly expensive resource. The en
ergy investment in production agricul
ture permits one U.S. farmer to produce 
enough food for 56 other persons. Con
sumers benefit from both an abundance 
of food and from food prices that are 
among the lowest in the world when 
compared to average individual income. 
Nowhere in the world can the majority 
of consumers purchase such a variety of 
high-Quality food for less than 20 per
cent of their disposable income. 

Farmers have increased their energy 
usage through mechanization and chem
icals such as fertilizer and pesticides in 
recent past because it has been profitable. 
Energy has been plentiful and relatively 
expensive compared to other production 
items such as land or labor. This is, how
ever, no longer the case, and has dra
matic implications for future net farm 
incomes and food prices unless ways are 
discovered and utilized to reduce energy 
needs. 

Farmers cannot control the prices a.t 
which they sell or buy. This means that 
changes in energy prices will affect them 
more severely, as compared to others who 
can pass on increased costs. With al"lout 
2.5 million farm units in the United 
States, the individual farmer cannot 
raise his price to reflect increased energy 
costs. Commodity prices are more likely 
to be set by weather in the United States 
and crop production in the Soviet Union 
than by production costs incurred by in
dividual farmers. As farmers are fared 
with a menacing cost-price squeeze, pro
duction could drop and food prices could 
escalate if something is not done. 

A severe shortage of food causes hu
man suffering, starvation, and social un
rest. Even minor shortages lead to high 
food prices. imposing economic strain 
on consumers. Agricultural exports by 
the United States are also essential for 
maintaining the international balance of 
pavments. Because so much depends on 
efficient food production, national agri
cultural energy policy must be imple
mented and address itself to the par
ticular energy needs of the food system. 

Given these facts, Mr. President, it is 
imperative that we establish a long-term 
pro15ram to reduce our farmers' and 
ranchers' dependence on imported oil 
and natural gas. In a recent publication 
prepared by the American Society of 
A'5ricultural Engineers entitled "En
ergv-A Vital Resource for the U.S. Food 
System," it is stated that--

The U.S. Food System must change to 
adapt to the waning supplies of petroleum. 
To do this, well-planned, long-term research 
and educational programs are needed to in
crease the energy efficiency of food produc
tion, pro::es: ing, distribution and prepara
tion. Significant changes in the current food 
system may be required. 
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Mr. President, this is exactly what my 
bill would do. 

In quoting further from this study: 
Existing and developing technology offers 

promise of alternate energy sources for agri
culture. However, current energy policies 
offer little economic encouragement for re
search and practical application o! supple
mental and self-sufficient agricultural energy 
systems. 

Again, Mr. President, my bill would es
tablish the necessary economic and tech
nical incentives to get the job done. 

There appear to be many areas in 
which production agriculture can cut its 
use of petroleum and natural gas. Let 
me give some examples. 

Some alternative crop production sys
tems appear energy efficient but have not 
been generally adopted because they in
crease risk and require considerable 
management. Since fieldwork uses a 
large portion, or 30 percent, of the energy 
used in production agriculture, reduced 
tillage could be one way to reduce energy 
consumption in the production of food 
and fiber. More work needs to be done 
in this area; clearly, the potential is 

.there. 
Irrigation is another area where re

search is needed since 20 percent of the 
energy used for production agriculture 
is used for this purpose. 

Irrigation is an energy-intensive oper
ation performed on nearly 50 million of 
the 336 million acres harvested in the 
United States. However, production from 
irrigated land is a vital part of the 
U.S. food svstem. About 25 percent of 
the total U.S. food supply is harvested 
from irrigated land. Irrigation is essen
tial for many fruits and vegetables grown 
in the West; without irrigation, some of 
these would not be available at reasonable 
prices. 

Farmers need to manage better their 
fuel and water. For example, they may 
measure the amount of moisture in the 
soil before irrigating, and sprinkler sys
tems could be developed which operate 
at lower pressures and reduce the amount 
of energy required to distribute the wa
ter. Also, prudent electric load manage
ment on irrigation systems could conserve 
energy and water, another critical food 
production resource, without adverse ef
fects on crop yield and quality. Without 
such management, entire areas may re
vert to uneconomical dry land farming 
practices. More needs to be done in this 
area, so better management practices can 
bo developed. Also, more research is 
needed on harnessing alternate forms of 
energy to power irrigation systems. 

Another item in crop production that 
is energy intensive concerns crop drying. 
Crop drying has increased in populari
ty since the early fifties, and it now re
quires 8 percent of our total energy needs 
for agriculture. Drying increases yields 
10 to 15 percent because it allows: First, 
earlier harvest, which significantly re
duces field losses due to weather, insects, 
and disease; second, use of full-season 
hybrids-longer maturing varieties
that yield more grain per acre; third, 
farmers to operate harvesting equipment 
under more ideal weather and crop con
ditions, improving the operating efficien
cy of equipment and reducing field losses; 

and fourth, use of fully mechanized crop 
handling systems. 

Over 80 percent of the corn and 10 
percent of the rice produced in the 
United States today are artificially dried, 
using heat. In addition, considerable oats 
and barley, along with soybeans, are 
dried with unheated air in years when 
field drying and timely harvest are dif
ficult. In adverse-climate years, much of 
the soybean crop is artificially dried. 

Research efforts need to be intensi
fied to reduce petroleum fuel and natural 
gas requirements related to this prac
tice. These include first, increased use of 
high moisture corn storage used to feed 
animals on or nearby the farms where 
the corn is grown; second, combination 
systems using the advantages of high 
speed, high temperature dryers coupled 
with energy savings of in-storage, low 
temperature or natural air drying; third, 
solar-heated drying systems; and fourth, 
incineration of crop residues as an ener
gy source for crop drying, 

Solar systems may also be used to heat 
livestock housing, heat greenhouses, and 
heat water for dairies, as well as for oth
er purposes. In addition, wind energy 
offers gre::1t promise. Wind turbines are 
particularly well suited for farms be
cause of their lo~ation in open spaces 
and because wind power can be a signifi
cant energy source in remote areas with 
low power requirements. 

In sum, Mr. President, existing and 
developing technologies will make it pos
sible for our food system to become net 
energy self-sufficient. To do this, how
ever, the Federal Government needs to 
provide the necessary research, exten
sion, technical, and financial assistance. 
Farmers must be made aware of these 
new technologies and encouraged to take 
advantage of them. 

ENERGY CONSERVATION IN RURAL AREAS 

Farmers and ranchers can reduce the 
petroleum and natural gas used to pro
duce food and fiber. But other rural res
idents, as well as rural communities and 
industries, must also make great strides 
concerning energy conservation. 

As you know, Mr. President, most rural 
residents live on farmsteads or in small 
towns. In most instances, these rural 
residents earn their livelihood by work
ing in small businesses associated with 
agriculture or in a small, local industry 
that provides most of the economic base 
for the community. 

In these instances, energy is a key 
resource that everyone depends on daily. 
Farmers need sufficient energy supplies 
to produce food and fiber. They in turn 
buy their production items or sell their 
products to local businesses that employ 
a large portion of the local wock force . 
Small industries, such as a textile mill 
or a furniture factory, also need ade
quate supplies of energy if they are to 
keep operating at full capacity and em
ploy local persons. 

The rural persons that are employed 
in these areas depend on enough gaso
line to drive long distances to work, to 
buy groceries, and to transport their 
children to school. They also need enough 
heating oil or natural gas to cook their 
food and heat their homes. 

What I am saying, Mr. President, is 
that the whole economic and social fab
ric of rural America depends on having 
adequate energy, and that measures need 
to be taken to help them reduce their 
dependence on oil and natural gas. My 
bill sets as a goal for rural America a re
duction in consumption of petroleum and 
natural gas by 5Q percent by the year 
2000-and I believe it can and must be 
done. But Federal assistance is neces
sary to achieve this goal. 

I am told, based on recent experiences 
of pilot projects in a few States, that if 
a small amount of financial assistance 
was allocated to the 50 State extension 
services, energy consumption by rural 
residents could be cut by 40 percent. This 
is something that could be done now with 
current technologies. Additional energy 
conservation savings could be experienced 
if a small amount of applied energy re
search work could be completed. To me, 
this represents a great potential for en
ergy conservation, and my bill authorizes 
the necessary programs to achieve these 
savings in energy. 

I am also told that many rural indus
tries are search i.ng for ways to conserve 
energy, but adequate financing cannot 
be obtained to convert to some alternate 
energy source. I also understand that 
many small industries in rural are::~s have 
the capacity to convert some of their 
waste products to alcohol or use the ex
cess heat produced in making their final 
products for cogeneration of electricity. 
Again the problem seems to be, Mr. Pres
ident, that small rural banks are skepti
c::tl of such new ideas so financing is hard 
to come by. These are some of the reasons 
why my bUI would authorize rural in
dustrialization loans for proiects that 
would reduce our dependence on OPEC. 

Finally, some have suggested that 
there is great potential in developing new 
energy sources for rural electric systems 
including small-scale hvdropower, geo~ 
thermal, wind, solar, wood and peat 
projects. My bill would address the need 
to establish demonstration projects to 
test the feasibility of these alternate en
ergy sources to serve farmers and rural 
communities and industries. 

In summary, Mr. President, I am con
vinced that agriculture and rural Amer
ica can do much in making this Nation 
less dependent, in the near term, on pe
troleum and natural gas-the two energy 
sources we import today. What is needed 
is for the Federal Government to offer 
the proper set of technical and financial 
incentives so we can get started on this 
crucial mission. 

I have tailored a bill establishing an 
energy program to fit the needs of agri
culture and rural America. Initially, it 
will cost some money. But once it is 
shown that what I have been talking 
about is practical and profitable, private 
enterprise will do the rest. The benefits 
from a few million dollars spent today 
could prove to be immeasurable. What is 
it worth, I ask. to release ourselves from 
the bondage of the shieks of the Middle 
East? 

Mr. President, I ask unanimous con
sent that the text of the bill be printed 
in the RECORD. 

There being no objection, the bill was 
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ordered to be printed in the RECORD, as 
follows: 

s. 1775 
Be it enacted by the Senate and House of 

Representatives of the United States of 
America in Congress assembled, That this 
Act may be cited as the "Agricultural, For
estry, an:i Rural Energy Act of 1979". 

SEc. 2. The table of contents in the first 
section of the Fcod and Agriculture Act of 
1977 is amended by adding at the end there
of the following: 
"TITLE XX-AGRICULTURAL, FORESTRY, 

AND RURAL ENERGY ACT 
"Sec. 2001. Short title. 
"Subtitle A-Findings, Purposes, and Defini-

tions 
"Sec. 2002. Findings. 
"Sec. 2003. Purposes. 
"Sec. 2004. Definitions. 

"Subtitle B-Designation cf the Department 
of Agriculture as the Lead Agency for the 
Development and Production of Alternate 
Fuels from Biomass and Rural Energy 
Conservation 

"Sec. 2011. Designation. 
"Sec. 2012. Coordination. 
"Subtitle C-Agricultural, Forestry, and Ru

ral Production, Use, and Conservation 
Program 

"Sec. 2021. Duty of the Secretary. 
"Sec. 2022. Agricultural, Forestry, and Rural 

Energy Board. 
"Sec. 2023 . Program development. 
"Sec. 2024. Agrict1 ltural, Forestry, and Rural 

Energy Prodtlcticn, Use, and 
Conservation Program. 

"Sec. 2025. Annual reports to Congress. 
"Subtitle D-A~<ricultural , Fcrestry, and Ru

ral Energy Research and Extension 
"Sec. 2031. Agricultural, forestry, and rural 

energy research. 
"Sec. 2032. Agricultural, forestry, and rural 

energy extension. 
"Sec. 2033. Coordination of research and 

extensicn. 
"Subtitle E-Wood Energy Development 

"Sec. 2041. Wood energy centers. 
"Sec. 2042. Wood energy production cost 

sharing. 
"Sec. 2043. Forest management loan pilot 

program. 
"Sec. 2044. Assistance to State forestry 

agencies. 
"Sec. 2045. State advisory committees. 
"Sec. 20!6. Fuelwood concentration and dis

tribution centers. 
"Sec. 2047. Naticnal Forest system assistance 

in wood energy development 
projects. 

"Sec. 2048. Relation to program and board. 
"Subtitle F-Agricultural Biomass Energy 

Development 
"Sec. 2051. Definition. 
"Sec. 2052. Agricultural Biomass Energy 

Centers. 
"Sec. 2053 . Agricultural Biomass production 

assi<>tance. 
"Subtitle G-Ae:ricultural, Forestry, and 

Rural Energy Production, Use, and Conser
vation Loans, Grants, and Cost Sharing 

"Sec. 2061. I ·oan.c; and demonstration grants. 
"Sec. 2062. Consolidated Farm and Rural 

Development Act amendments. 
"Sec. 2063. Rural electrification demonstra

tion grants for alternate 
energy s curces. 

"Sec. 2064. Lending for energy producton 
and conservation projects by 
production credit associations, 
Federal land banks, and banks 
for cooperatives. 

"Sec. 2065. Agricultural conservation pro
gram energy conservation cost 
sharing. 

CXXV--1590-Part 19 

"Subtitle H-Effective Date 
"Sec. 2071. Effective date.". 

SEc. 3. The Food and Agriculture Act of 
1977 is amended by adding at the end thereof 
a new title XX as follows: 
"TITLE XX-AGRICULTURAL, FORESTRY, 

AND RURAL ENERGY ACT 
"SHORT TITLE 

"SEc. 2001. This title may be cited as the 
'Agricultural, Forestry, and Rural Energy 
Act'. 
"Subtitle A-Findings, Purposes, and Defini

tions 
"FINDINGS 

"SEc. 2002. Congress finds that-
" ( 1) the dependence of the United States 

on imported petroleum and natural gas must 
be reduced by all economically and environ
mentally feasible means, including the use 
of domestic biomass energy sources; 

"(2) the agricultural, forestry, and rural 
sectors of our economy must conserve energy 
and substitute renewable sources of fuel !or 
imported petroleum and natural gas to the 
extent ccnsistent with the maintenance of 
agricultural and forest productivity and a. 
healthy rural economy; 

"(3) agricultural commodities, forest 
products, and their wastes and residues are 
renewable resources that, when properly 
m:ed for the production of industrial hydro
carbons, alcvhol fuels, and other energy 
sources, can substantially assist in reducing 
dependence on imported petroleum and 
natural gas and in mal{ing the agricultural, 
forestry, and rural sectors of our economy 
more energy self-sufficient; 

"(4) the Secretary of Agriculture and the 
agencies subject to the direction of the 
Secretary of Agriculture administer programs 
and exercise authorities affecting the pro
duction of energy from, and management 
of, renewable energy sources; 

" ( 5) the programs and authorities of the 
Department of Agriculture also serve other 
national needs, including the production of 
food, animal feed, wood and wood products 
for housing and other uses, fertilizer and 
petrochemical substitutes, and other neces
sities; and 

"(6) a national program for the produc
tion and use of energy from biomass that 
can produce the maximum feasible energy 
from biomass materials while not impairing 
the Nation's ability to produce food and fiber 
on a sustainable basis for domestic and ex
port use, and for rural energy conservation, 
must be formulated and implemented with
in a multiple-use framework. 

"PURPOSES 

"SEc. 2003. The purposes of this title are 
to-

" ( 1) establish the Department of Agri
culture as the lead agency in the Federal 
Government for the development and pro
duction of alternate fuels from biomass, and 
for research, extension, and conservation ac
tivities related to agricultural, forestry, and 
rural energy; 

"(2) assure the develcpment and imple
mentation of an agricultural, forestry, and 
rural energy production, use, and conserva
tion program that will enable the United 
Etates to meet the goals of net energy inde
pendence for agriculture and fcrestry, and a 
50 percent reduction in petroleum and nat
'.lral gas use by rural residents and com
munities, by the year 2000; 

"(3) create within the Department of Agri
culture an Agricultural, Forestry, and Rural 
Energy Board to as~i<ot the Secretary in de
velo;>ing and implementing the agriculture.~ 
forestry, and rural energy production, us~ 
and conservation program; and 

" ( 4) make changes in existing programs 
and authcrities of the Department of Agri
culture related to research, technology trans-

fer, and operational activities, in order to 
conform such programs and authorities to 
the requirements for the agricultural, for
estry, and rural energy production, u~e. and 
ccn~ervation program, and establish new 
programs and authorities necessary for the 
effective implementation of that program. 

"DEFINITIONS 

"SEc. 2004. As used in this title, the term
" (a) 'biomass' means agricultural com

modities, forest products, and their wastes 
and residues, that can be u<oed as fuel or for 
the production of industrial hydrccarbons, 
alcohols, or other energy sources that will 
assist in reducing petroleum and natural gas 
impori;s. Biom~s. without limiting its mean
ing, includes grain and stalks of corn, wheat, 
rice, and sorghum, cottcnseed and peanut 
hulls, fruits and vegetables and their pro
cessing byproducts and residues, aquatic 
plants, specific energy-farm crops, wood and 
wood products, bark, pulp, and chips, and 
residues from logging and paper manufac
turing; 

"(b) 'Board' means the Agricultural, For
estry, and Rural Energy Board created under 
section 2022 of this title; 

"(c) 'Program' means the Agricultural, 
Forestry, and Rural Energy Production, Use, 
and Co~ervation Program developed under 
section 2024 of this title; and 

" (d) 'Secretary' means the Secretary of 
Agriculture. 
"Subtitle B-Designation of the Department 

of Agriculture as the Lead Agency for the 
Development and Production of Alternate 
Fuels frcm Agricultural Commodities and 
Forest Products and Rural Energy Con-
servation 

''DESIGNATION 

"SEc. 2011. The Department of Agriculture 
is designated as the lead agency of the Fed
eral Government for the development and 
production of alternate fuels from biomass, 
and for research, extension, and conservation 
activities related to agricultural, forestry, 
and rural energy. 

''cOORDINATION 

"SEc. 2012. The Secretary shall establish 
with the Department of Energy and other 
Federal agencies procedures for coordination 
in areas of mutual interest with respect to 
agricultural , forestry, and rural energy pro
duction, ~e. and ccnservation. 
"Subtitle C-Agricultural, Forestry, ana 

Rural Energy Production, Use, and Con
servation Program 

"DUTY OF THE SECRETARY 

"SEc. 2021. In order to enable the United 
States to achieve net energy independence 
for agricultural and forestry production, 
processing, and marketing, and to reduce the 
petrcleum and natural gas consumption of 
rural residents and communities by 50 per
cent, by the year 2000, the Secretary of Agri
culture shall implement the Program de
veloned under section 2024 of this title. 
"AGRICULTURAL, FORESTRY, AND RURAL ENERGY 

BOARD 

"SEc. 2022. (a) The Secretary shall estab
lish an Agricultural, Forestry, and Rural 
Energy Board to perform, and assist the Sec
retary to perform, the functions and duties 
required by this title. 

" (b) The Board shall be composed of 9 
members, as follows

" ( 1) the Secretary, 
"(2) the Deputy Secretary of Agriculture, 
"(3) the Under Secretary of Agriculture 

for International Affairs and Commodity 
Programs, 

"(4) the Assistant Secretary of Agriculture 
for Food and Consumer Services, 

"(5) the Assistant Secretary of Agriculture 
for Natural Resources and Environment, 
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"(6) the Assistant Secretary of Agriculture 
for Marketing Services, 

"(7) the Assistant Secretary of Agriculture 
for Rural Development, 

"(8) the Director of Economics, Policy 
Analysis, and Budget, and 

"(9) the Director of the Science and Edu
cation Administration. 

"(c) The members of the Board may au
thorize designees to represent them at meet
ings of the Board. 

" (d) The Secretary shall be chairperSQn of 
the Board. 

"(e) The Secretary shall designate an ex
ecutive director for the Board, to be paid at 
a ra.te not in excess of the rate prescribed for 
grade GS-18 in the General Schedule set out 
in section E332 of title 5 of the United States 
Code, and shall provide for such additional 
professional and clerical assistance as nec
essary for the Boud to meet its responsibili
ties under this title. 

" (f) The Board may use the resources of 
all Department of Agriculture agencies (in
cluding the funds and facilities of the Com
modity Credit Corporation) and other Fed
eral agencies, and outside consultants, as 
necessuy to meet its responsibilities under 
this title. 

"( g) The Board shall meet t he call of the 
Secretary, but at least quarterly. 

"PROGRAM DEVELOPMENT 

"SEc. ~023. (a) The Board shall assist the 
Secretary in carrying out section 2021 of this 
title by-

.. ( 1) assessing the Nat ion's agricultural, 
forestry, and rural energy needs, resources, 
practices, legal authorities, programs, and 
related elements within a multiple-use 
framework; 

"(2) preparing the Program based upon 
such assessment; and 

" (3) preparing the reports required by sec
tion 2025 of this title. 

" (b) In assessing agricultural, forestry, 
and rural energy needs and resources, the 
Board shall-

.. ( 1) identify agricultural , forestry, and 
rural energy objectives, cons!stent with the 
goals contained in section 2021 in this title; 

"(2) determine the qualit y and quantity of 
biomass materials that are p otentially avail
able for energy production; 

"(3) identify the ways in which renewable 
resources can be used to meet Unii;ed States 
energy needs, and especially promising areas 
of development; 

" (4) identify and e.ssess practices to con
serve energy in agricultural and forest pro
duction, proce3sing, and marketing and in 
rural communities; 

"(5) identify and evaluate new agricul
tural, forestry, and rural energy production, 
use, and conservation systems and technol
ogies; 

" ( 6) identify policies and procedures nec
essary to ensure that the production of agri
cultural commodities and forest products 
will not be interrupted by energy shortages; 

" ( 7) identify the practices necessary to 
conserve and enhance the productivity of soil 
resources, while pursuing the goals contained 
in section 2021 of this title; 

" ( 8) identify ways to minimize the ad verse 
consequences of energy production on agri
cultural, forest, and rural lands and rural 
communities; 

"(9) analyze the comparative economic 
value of renewable resources within a multi
ple-use framework , including, in addition 
to potential energy usage, alternate uses 
such as the production of food, animal feed , 
housing and other construction materials , 
fertilizer , and petrochemical substitutes; 

"(10) assess existing and a.nticip !lted Fed
eral and State laws, policies, programs, and 
regulations relating to the production and 
use of biomass energy and the conservation 

of energy in agriculture, forestry, and rural 
communities; 

" ( 11) evaluate the effectiveness of exist
ing Department of Agriculture programs and 
policies in achieving the goals contained in 
section 2021 of this title; 

" ( 12) analyze the adequacy of existing 
legal authorities and funding for the imple
mentation of the Program, and recommend 
changes in such authorities and funding 
necessary for the achievement of the goals 
contained in section 2021 of this title; and 

"(13) analyze the costs and benefits of 
optional elements for the Program. 

"(c) The assessment of agricultural, for
estry, and rural energy needs and resources 
required under subsection (b) of this section 
shall be completed by December 31, 1980, 
and updated when necessary, but at least 
every five years. The initial report and the 
updated reports shall be submitted to Con
gress. 
AGRICULTURAL, FORESTRY, AND RURAL ENERGY 

PRODUCTION, USE , AND CONSERVATION PRO

GRAM 

"SEc. 2024. (a) The Board shall prepare an 
Agricultural , Forestry, and Rural Energy 
Production, Use, and Conservation Program, 
recommending to the Secretary measures, 
actions, funding levels, and other means to 
achieve the goals contained in section 2021 
of this title without reducing the produc
tivity of United States agriculture or for
estry to meet other national needs, or ad
versely affecting the viability of rural com
munities. The Program shall include, but 
not be limited to-

"(1) an invent ory of the specific needs and 
opportunities for public and private invest
ment in agricultural, forestry, and rural en
ergy production, use, and conservation proj
ects; 

"(2) identification of estimated costs, re
turns, results, and benefits associated with 
investments in such a manner that the esti
mated costs can be directly compared with 
the total related benefits; and 

"(3) a discussion of the priorities and op
tions for the accomplishment of the Pro
gram. specifying estimated returns, results, 
and benefits. 

" (b) The Program shall use and be based 
upon the Board's assessments made under 
section 2023 of this title, as well as other 
relevant data. 

" (c) The Program shall be developed in 
cooperation with Federal, State, and local 
agencies and organizations in accordance 
with such procedures as the Board may pre
scribe to ensure public participation. 

"(d) The Program shall be completed and 
submitted to the Secretary and Congress 
within one year after enactment of this title 
and shall be revised when necessary, but at 
leJ.st every five years; and resubmitted to the 
Secretary and Congress. 

"ANNUAL REPORTS TO CONGRESS 

"SEc. 2025. For the purpose of providing 
information that will aid Congress in its 
oversight responsibilities and improve the 
accountability of agency expenditures and 
activities, the Secr-etary shall prepare annual 
reports that evaluate the implementation of 
the Program and submit them to Congress 
by February 1 of each year, the first such 
report to be submitted by February 1, 1981. 

"SubtitleD-Agricultural, Forestry, and 
Rural Energy Research and Extension 
"AGRICULTURAL, FORESTRY, AND RURAL 

ENERGY RESEARCH 

"SEc. 2031. (a) In order to facilitate the 
development of agricultural, forestry , and 
rural energy production, use, and conserva
tion, the Secretary shall implement an agri
cultural, forestry , and rural energy applied 
research program within the Department of 
Agriculture in accordance with the Program. 

The Secretary shall use, to the extent fea
sible, existing facilities of the Department 
of Agriculture, the Wood Energy Centers es
tablished under section 2041 of this title, 
and the Agricultural Biomass Energy Cen
ters established under section 2052 of this 
title, to implement the applied research pro
gram. Applied research under this subsec· 
tion shall include, but not be limited to, 
applied research to develop-

.. ( 1) economical and energy-efficient fuel 
from biomass; 

"(2) techniques for using energy derived 
from biomass in the production, processing, 
and marketing of agricultural commodities 
and forest products, especi!llly techniques 
that farmers and owners of nonindustrial 
forestland may use; 

"(3) economical ways in which rural com
munities can use energy derived from bio
xna.ss; 

"(4) the use of wood, especially hardwood, 
as an economical and energy-efficient ma
terial in building construction; and 

"(5) energy conservation systems and 
techniques for farmers, owners of forest
land, rural residents, and rural communities. 

"(b) Section 1 of the Act of June 29, 1935 
( 49 Stat. 436, as amended; 7 U.S.C. 427), is 
amended by inserting after 'irrigation) ;• in 
the third sentence the following: 'a.pplie<l 
research to develop agricultural, forestry, 
and rural energy production, use, and con
servation; •. 

" (c) Section 3 of the Act of March 2, 1887 
(24 Stat. 441, as amended; 7 U.S.C. 361c) is 
amended by-

.. ( 1) in subsection (a). inserting • ( 1) • im
mediately after the subsection designation 
and adding at the end thereof a new para
graph (2) as follows: 

• (2) There are further authorized to be 
appropriated such sums as Congress may 
determine to be necessary, not to exceed 
$50,000,000 annually, solely for the purpose 
of applied research at State agricultural ex
periment stations to develop agricultural, 
forestry, and rural energy production, use, 
and conservation. This authorization is in 
addition to any other authorization pro
vided in this Act or in other law.'; and 

"(2) in subsection (b) (1), striking out 
'such sums' and inserting in lieu thereof 
'the sums appropriated under subsection 
(a) ( 1) of this section'. 

" (d) Section 3 (a) ( 1) of the Fores>t and 
Rangeland Renewable Resources Research 
Act of 1978 is amended by inserting 'energy 
production, conservation of energy,' im
mediately after 'for timber,'. 

" (e) Because biomass energy production 
must be balanced with food and fiber pro
duction and the land on which these two 
types of production take place is finite, con
sideration must be given to the land avail
able for both types of production. To ensure 
that land a.valla.b111ty is given appropriate 
consideration in developing biomass energy 
production, the Secretary shall (1) include 
in the research performed under this section 
analyses of the possible restrictions to bio
mass energy production due to the unavail
ability of land, and (2) coordinate such 
analyses with similar activities under the 
Soil and Water Resources Conservation Act 
of 1977 and the Forest and Rangeland Re
newable Resources Planning Act of 1974. 

"(f) Tile Secretary shall conduct a. study 
of the feasib1lity of alternate crop-livestock 
systems to produce both foodstuffs and fiber 
for domestic and export markets a.nd bio
mass for use in the production of energy. 
The study shall include, but not be limited 
to, determination of-

.. ( 1) the technical feasibility of such alter
nate systems; 

"(2) the proper use and conservation of 
soil and water resources for each alternate 
system; 
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·• (3) potential fuel, livestock, and grain 

production under such alternate systems; 
" ( 4) the practical farm-level applicability 

of such alternate systems; and 
"(5) potential economic and government

policy initiatives to promote the development 
of such alternate systems. 
The study shall be completed, and a report 
of the Secretary's findings submitted to Con
gress, by December 31, 1981. 
"AGRICULTURAL, FORESTRY, AND RURAL ENERGY 

EXTENSION 

"SEc. 2032 . (a) In order to facllitate the 
development of agricultural, forestry, and 
rural energy production, use, and conserva
tion, the Secretary shall implement an agri
cultural, forestry, and rural energy extension 
program within the Department of Agricul
ture in accordance with the Program to dis
seminate the results of rural energy research 
performed under this title and encourage 
farmers, owners of forestland, rural residents, 
and rural communities to adopt projects for 
the production and use of energy from bio
mass, and energy conservation techniques. 
The program shall include on-site demon
strations of techniques by which farmers 
and owners of forestland may produce their 
own energy supplies, energy consumption per 
unit of production is minimized, and rural 
residents, businesses, and communities may 
reduce their energy consumption. 

"(b) The Act of May 8, 1914 (38 Stat. 372-
374 as amended; 7 U.S.C. 341-349), is 
am~nded by-

"(1) striking out in section 1 (7 U.S.C. 
341) 'and home economics' and inserting in 
lieu thereof •, home economics, and rural 
energy'; and 

" ( 2) adding at the end of section 3 ( 7 
U.S.C. 343) a new subsection (f) as follows: 

" • (f) There are further authorized to be 
appropriated $50,000,000 solely for rural 
energy cooperative extension work. This 
authorization is in addition to any other 
authorization provided in this Act or other 
law. Such funds shall be used ( 1) to estab
lish core groups at the State level to--

"• (A) train extension agents in agricul
tural, forestry, and rural energy production, 
use, and conservation techniques, 

"'(B) develop and manage citizen energy 
conservation assistance programs at the local 
level, and 

"'(C) perform such other activities as the 
Secretary of Agriculture determines neces
sary for the cooperative rural energy exten
sion program; and 

"• (2) for the conduct of workshops and 
provision of other training, dissemination of 
information, and provision of technical as
sistance with respect to the production of 
energy from biomass, as provided in section 
2053 of the Food and Ag.ricul ture Act of 
1977.'. 

"(c) The first sentence of section 6 of the 
Renewable Resources Extension Act of 1978 
is amended by-

" ( 1) striking out '$15,000,000' wherever 
that figure appears therein, and inserting 
in lieu thereof '$20,000,000'; and 

"(2) inserting before the period at the end 
thereof the following: ', including $5,000,000 
for ea.ch such fiscal year for rural energy ex
tension work conducted under this act'. 
"COORDINATION OF RESEARCH AND EXTENSION 

"SEc. 2033. (a) The research and extension 
program conducted under this title shall be 
coordinated with the food and agricultural 
research and extension activities conducted 
under title XIV of this act. 

"(b) The Board shall consult on a con
tinuing basis with-

" ( 1) the Federal Subcommittee on Food 
and Renewable Resources of the Federal Co
o_rdlnating Council for Science, Engi~ering, 
and Technology, 

"(2) the Joint Council on Food and Agri
cultural Sciences, and 

"(3) the National Agricultural Research 
and Extension Users Advisory Board, 
for the purpose of coordination of research 
and extension activities. 

"Subtitle E-Wood Energy Development 
''WOOD ENERGY CENTERS 

"SEc. 2041. (a) The Secretary shall estab
lish four Wood Energy Centers, each in a 
different geographic regi c-n of the United 
States and located in an area containing sub
stantial amounts of private forestland. To 
the extent practicable, the Centers shall be 
established at existing Department of Agri
culture !acUities for forest research. 

"(b) Under the direction of the Board, 
each Wood Energy Center shall-

" ( 1) perform applied wood energy produc
tion and use and energy conservation re
search projects that recognize the needs and 
opportunities of the region in which the 
Center is located; 

"(2) develop and maintain a wood energy 
research information bank; 

"(3) field-test promising research findings 
on wood energy production and use and 
energy conservation (including home in
sulation, industrial energy-efficiency moni
toring, and other energy conservatio!l sys
tems and techniques applicable to the 
region); 

" ( 4) in cooperation with State extension 
services and through contracts which local 
entities having the necessary technical re
sources, provide technical assistance to land
owners, colleges and universities, and other 
interested parties in its region on agricul
tural, forestry, and rural energy production, 
use, and conservation, and commercializa
tion of rural energy projects; 

"(5) d~monstrate wood energy production 
and use and energy conservation projects, 
using, to the extent feasible, applied re
Eearch performed under this title, including, 
but not limited to, demonstrations of-

"(A) production, transportation, and han
dling of fuel from wood; 

"(B) use of wood energy for industrial 
parks, rural businesses, and rural com
munities; 

"(C) wood pyrolysis and gasification for 
crop and lumber drying, poultry housing, 
and other agricultural uses; 

"(D) direct burning of wood for industrial 
and home use; 

"(E) in cooperation with land-grant in
stitutions and State foreqters, using pri
vately-owned land voluntarily offered and 
other land available to the Forest Service, 
wood energy plantations; 

"(F) in cooperation with land-grant in
stitutions, engineering techniques that effi
ciently use wood for fuel; and 

"(G) other projects designated by the 
Board; 

"(6) disseminate information on new en
ergy technologies through the conduct of 
conferences, seminars, and training pro
grams; 

"(7) perform rural enP.rgy need analysis 
for rural residents and communities and 
State governments within the region; and 

"(8) w:t>P.re aunrooriate. perform similar 
research, field test, and demonstration pro
grams with respect to agricultural com
modities. 

"(c) The Wood Energy Centers shall im
plement the provisions for solar energy 
model farms and demonstration projects 
contained in subtitle H of title XIV of this 
Act. 

"(d) Where appropriate. the Wood Energy 
Centers shall share resources and coordinate 
efforts with the regional solar energy re
search, development, and demonstration 
centers established under section 1455 of 
this Act. 

"(e) There are authorized to be annually 
appropriated $30,000,000 for the Wood En
ergy Centers, such sums to be in addition 

to appropriations for forest research facill
ties that house the Centzrs. 

"WOOD ENERGY PRODUCTION COST SHARING 

"SEc. 2042. {a) The Secretary may estab
lish a wood energy production cost sharing 
program and may, under such program, en
ter into agreements with owners of non
industrial private forestland to s·· are the 
cost of forest management practices that 
increase the production of wood for energy. 

" (b) Cost sharing under this section shall 
be available to owners of nonindustrial prl
v:. te fo:·estland, including injivinua:s, groups, 
Indian tribes or othar native groups, asso
ci:lt.ions, corporations, or other legal entities 
owning 1,000 acres or less of private non
industrial forestland capable of producing 
wood for energy. Cost sharing agreements 
entered into under this section shall be 
based on individual forest management 
plans that will ensure maximum de , elop
ment of the land for wood for energy, de
veloped by the landowners in cooperation 
with, and approved by, the State forester or 
equivalent State official. The plans shall de
scribe the activities and practices necessary 
to improve the forestland for the produc
tion of wood for energy. Practices eligible 
for cost sharing shall include, but not be 
limited to, forestation, timber stand im
provement, and forest r ~sources manage
ment and protection. 

" (c) In return for the agreement by the 
landowner to implement practice> contained 
in an individual forest management plan, the 
Secretary shall agree to share up to 75 per
ce:lt of the cost of implementing tho:::e prac
tices set forth in the agreement for which 
the Secretary determines that cost sharing is 
appropriate. The portion of the cost, includ
ing labor, to be shared shall be set forth in 
the agreement. 

"( d) Technical assistance shall be provided 
for t:~e cost sharing program under this sec
tion by State foresters or equivalent State 
officials employed under section 2044 of this 
title. 

"(e) There are authorized to be annually 
appropriated $100,000,000 to carry out this 
section. The funds available for cost sharing 
under this section shall bz distributed by the 
Secretary among the States ba>ed on the 
ratio of the acres of nonindustrial private 
forestland in each State to the total acres 
of nonindustrial private forestland in all the 
States. 

"FOREST MANAGEMENT LOAN PILOT PROGRAM 

" SEc. 2043. (a) (1) In order to encourage 
owners of nonindustrial private forestland to 
implement and maintain forest management 
programs, and thereby increase the produc
tion of wood for energy, the Secretary shall 
conduct a pilot program of fin ::mcial assist
a :lCe to owners of nonindustrial private for
estland. The program shall include but not be 
limited to, (A) insured loans and guaranteed 
lo!l.ns that provide periodic loan disburse
ments to participating landowners, (B) con
solidation for resale in private capital mar
kets the loan obligations of participating 
landowners, and (C) loans to Federal or State 
chartered banks, s!l.vings and loan associa
tion'S, cooperati"~;e lending agencies, Federal 
land banks, or other legally organized lend
ing institutions for the purpose of making 
guaranteed loans under this section. 

"(2) The pilot program shall operate tor 
five consecutive calendar years, beginning 
with the first full calendar year in which 
funds are first made available under this 
section. No new loans shall be insured or 
guaranteed under this section after the fifth 
calendar year of operation of the pilot pro
gram. 

"(3) The Secretary may defer the repay
ment of principal and interest on loans to 
landowners insured under this section under 
such conditions as the Secretary shall deem 
appropriate. 
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" ( 4) Any con tract of insurance or guar

antee executed by the Secretary under this 
section shall be an obligation supported by 
the full faith and credit of the United States 
and incontestable except for fraud or mis
representation of which the holder has actual 
knowledge. 

"(5) The provisions of section 310B(d) (6) 
of the Consolidated Farm and Rural Devel
opment Act shall a_;>ply to loans insured or 
guaranteed under this section. 

"(b) Any individual , group, Indian tribe or 
other native group, association, partnership, 
corporation, or other legal entity owning 
5,000 acres or less of nonindustrial private 
forestland capable of producing wood for en
ergy shall be eligible to receive in~ured or 
guaranteed loans under this section if the 
applicant certifies in writing, and the Secre
tary determines, that the applicant is unable 
to obtain sufficient credit elsewhere at rates 
and terms comparable to those provided in 
this section. 

" (c) ( 1) The Secretary shall not insure or 
guarantee a loan in excess of $50,000 to any 
one eligible landowner under this section. 

"(2) The total period of time permitted for 
repayment for a loan insured or guaranteed 
under this section shall not exceed 40 years. 

"(3) The Secretary may guarantee to any 
Federal or State chartered bank, savings and 
loan association, cooperative lending agency, 
Federal land bank, or other legally organized 
lending institution not to exceed 90 percent 
of that portion of the overall loan to a land
owner that exceeds the market value of the 
assets securing the loan in the event of de
fault by the landowner. 

"(4) Insured or guaranteed loans to ell
gible landowners under this section shall be 
made upon the personal liability of the bor· 
rower and shall be secured by (A) the land, 
(B) the timber grown thereon, or (C) the 
land and timber with respect to which the 
loan is made, and such other security as the 
lender may require. If such loans to land
owners are secured by the timber alone, ad
ditional security may include insurance on 
the timber crop against natural hazards, if 
such insurance is available, or a performance 
bond on the outstanding loan obligation. 

" ( 5) Loans to eligi 'ole landowners guaran
teed under this section shall bear interest at 
rates to be agreed upon by the lender and 
landowner, but not in excess of such rate as 
may be determined by the Secretary. Loans 
insured under this section shall bear interest 
at rates determined by the Secretary, but 
not less than such rates as determined by 
the Secretary of the Treasury taking into 
consideration the current average market 
yield on outst?nding marketable obligations 
of the United btates with remaining periods 
to maturity comparable to the avl:'ra,ge ma
turities of such loans, adjusted in the judg
ment of the Secretary of the Treasury to pro
vide for rates comparable to the rates 
prevailing in the private mar¥-et and con
sidering the Secretary's insurance of the 
loans, plus an additional charge prescribed 
by the Secretary to cover the Secretary's 
losses and cost of administration, and further 
adjusted to the nearest one-eighth of 1 per
cent. 

"(6) The landowner shall preoare, keep 
current, and adhere to an individual forest 
management plan that shall (A) be devel
oped in cooperation with, and be a~proved 
by, the State forester or equivalent State 
official, (B) describe the activities needed to 
maintain or increase the productivity of the 
owner's forestland for the production of 
wood for energy, and (C) include estimates 
of the volume of timber to be harvested dur
ing the term of the loan and the value 
thereof. The estimated value so determined 
shall serve as the basis for det ermining the 
princioal amount of the loan. The landowner 
may use the balance of t he oeriodic disburse
ments received, after bringing interest and 
any other charge current, in any manner the 

landowner deems appropriate, so long as the 
provisions of the management plan and loan 
agreement are observed. 

" ( 7) Borrowers who sell the forestland 
with respect to which an insured or guaran
teed loan is made before the loan term is 
completed or who do not carry out the 
a:::tivities prescribed by the forest manage
ment plan required by paragraph (6) of thiS 
subzection shall make immediate repay
ment of all principal and accrued interest , 
plus interest subsidies and other costs that 
may have been incurred by the Secretary in 
insuring or guaranteeing the loan, except as 
provided in paragraph {12) of this sub
section. In addition, the Secretary may assess 
penalties the Secretary deems appropriate 
upon the termination of the loan or failure 
by the borrower to carry out the forest 
management plan prior to the time agreed 
upon by the borrower and the Secretary or, 
in the case of guaranteed loans, the lender. 

"(8) The amount of the periodic loan dis
bursement to a landowner under this sec
tion shall be based upon the future expected 
ma.rket value of the timber securing the 
loan, but in no case shall the total princi
pal and interest obligation of the loan ex
ceed 80 percent of the future expected 
markeG value of the timber as estimated in 
the forest management plan. 

"(9) Individual loan agreements and for
est management plans shall be periodically 
reviewed by the lender, landowner, and the 
preparer of the forest management plan. 
Following such review, except as otherwise 
provided in this section, the loan period, 
principal amount, interest rate, and amount 
and interval of the periodic disbursement 
may be adjusted as agreed upon by the land
owner and lender. 

"(10) At the discretion of the lender, 
loans guaranteed under this section may, 
upon the application of the landowner, be 
transferred to, and assumed by, a new non
industrial landowner who agrees to the 
terms and conditions of the loan, and 
assumes any outstanding liability and obli
gation"' thl:'reunder, and who otherwise 
qualifies under this section. 

" (11) The borrower may prepay without 
penalty all or any part of the outstanding 
loan obligation insured or guaranteed under 
this section. Income from the sale of timber 
covered by the loan agreement shall be 
applied to the outstanding lo3.n obligation. 
However, periodic loan disbursement may 
continue over the full term of the loan, even 
if payments applied to the loan obligation 
are made during the loan period. 

"(12) Except with respect to guaranteed 
loans, the landowner shall agree that if at 
any time it shall appear to the Secretary that 
the landowner may be able to obtain a loan 
from any Federal or State chartered bank, 
savings and loan association, cooperative 
lending agency, Federal land bank, or other 
legally organized lending institution at rates 
and terms comparable to those provided for 
in this section, the landowner shall, upon 
request by the Secretary, apply for and ac
cept such loans in an amount sufficient to 
repay the Secretary or the insured lender, or 
both, and to pay for any stock necessary to 
be purchased in a cooperative lending agency 
in connection with such loan. 

"(d) To assist in the development of the 
program and aid in preparing recommenda
tions regarding the continuation and expan
sion of the program, the Secretary shall ap
point a committee, to be in existence through 
the period of the pilot program under this 
section, of not less than five persons, includ
ing, but not limited to , representatives from 
public agencies, private lending inst itutions, 
private forestry concerns, and individual 
landowners. The Secretary shall consult with 
the committee in the preparation of reports 
required under subsection (f ) of this sec
tion. The Secretary shall establish procedures 
for the selection of members and operation 

of the committee. Individuals who serve on 
the committee and are not employed by the 
Federal Government shall be paid such com
pensation for their services as the Secretary 
shall determine, but such compensation shall 
not exceed the daily equivalent of the rate 
pres: ribed for grade GS-18 in section 5332 of 
title 5 of the United States Code per day, and 
actual necessary traveling and subsistence 
expenses, or a per diem allowance in lieu of 
subsistence expenses, as authorized by sec
tion 5703 of title 5 of the United States Code 
for persons in Government service employed 
intermittently, when assisting in the devel
opment of the pilot program away from their 
homes or regular places of business. The com
mittee established by this subsection shall 
coordinate its activities with the Board. 

" (e) The Secretary shall, in accordance 
with section 553 of title 5 of the United 
States Code, promulgate such final rules and 
regulations as the Secretary deems appropri
ate to implement the provisions of this 
section. 

"(f) The Secretary shall annually report 
to Congress on the progress of the pilot pro
gram conducted under this section. The first 
such report shall be submitted upon the 
completion of the first year of operation of 
the pilot program. A final report shall be 
submitted prior to completion of the fifth 
calendar year of operation and include an 
evaluation of the pilot program and the Sec
retary's recommendation on the need for, and 
the nature and scope of, a permanent forest 
management loan program. 

"(g) (1) The loan prcgram authorized un
der this section shall be funded using moneys 
drawn from the Rural Development Insur
ance Fund established under section 309A 
of the Consolidated Farm and Rural De
velopment Act and shall be subject to the 
pro·Jisions of that Act governing that fund. 
The Secretary may use such moneys to (A) 
make inc;ured loans to eligib~e landowners 
under this section, but not in excess of 
$25 .000,000 in total may be expended for 
such loans annually, (B) guarantee loans to 
eUgib~e landowners under this section, and 
(C) loan funds to legally organized lending 
institutions for the purpose of making 
guaranteed loans under this section, but 
not in excess of $10.000.000 in total may be 
expended for such loans annually. 

"(2) There are authorized to be appro
priated such sums as may be necessary for 
administrative and operating expenses under 
this fection and reimbursement to the Rural 
Development Insurance Fund for funds 
withdrawn for the operation of the program. 
Such sums shall remain available until 
expended. 

"ASSISTANCE TO STATE FORESTRY AGENCIES 

"SEc. 2044. (a) The Secretary may make 
grants to State foresters or equivalent State 
officials for the employment of additional 
foresters or equivalent State officials to pro
vide technical assistance to owners of pri
vate forestland in ( 1) identifying the op
portunities for , and increasing the produc
tion of, wood for energy, and (2) in de
velop:ng individual forest management plans 
under the wood energy production and en
ergy conservation cost sharing program au
thorized under section 2042 of this title 
and the forest management loans under the 
pilot program authorized under section 2043 
of. this title, and as necessary and appro
pnate to ensure the efficient application of 
forest management practices under such 
programs. 

" (b) The Secretary may take such actions 
as the Secretary deems necessary to make 
wood energy use train' ng programs avail
able to State foresters or equivalent State 
officials. The Secretary shall consult with 
the Secretary of Energy on training materials 
and other as<:istance available from the De
part ment of Energy. 

" (c) The Secretary m1y provide manage-
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ment and planning assistance under section 
8 of the Cooperative Fores.try Assistance Act 
of 1978 to Sta.te foresters or equivalent State 
officials, upon their request, on State pro
grams relating to the production of wood for 
energy. 

"(d) There are authorized to be appro
priated such sums, not in excess of $8,500,000 
annually, as are necessary to carry out the 
purposes of this section. 

"(e) In determining the amount of finan
cial assistance to be provided to any State 
under this section, the Secretary shall con
sider the quantity of forest growth that is 
underused, and the potential for use of this 
material as fuel, in each State, U!;ing as a 
basis for such consideration the Renewable 
Resource Assessment prep:ued under section 
3 of the Forest and Rangeland Renewable Re
sources Planning Act of 1974, along with 
other pertinent information. 

"STATE ADVISORY COMMITTEES 

"SEc. 2045. The Secretary shall establish 
permanent State advisory committees in 
States in which there are si~nifican.t amounts 
of nonindustrial private forestland. These 
committees shall ( 1) advise the Secretary 
and the State forester or equivalent State 
official on its determinations as to the effec
tiveness of Federal programs designed to 
assist owners of private nonindustrial for
estland in producing wood for energy, (2) 
determine the potential for development of 
markets for wood energy, and (3) report its 
findings on these matters to the Secretary 
and State forester or equivalent State official 
every six months. The Secretary shall estab
lish procedures for the selection of members 
and o"'eration of the committeE's. State for
estry planning committees, where they exist, 
shall serve as advisory comml ttees. 
"FUELWOOD CONCENTRATION AND DISTRIBUTION 

CENTERS 

"SEc. 2046. (a) rn order to improve the use 
of wood. and its wastes and residues , from 
public and pri.,ate forestland and provide a 
ready source of fuelwood for homeowners , the 
Secretary may m<:~.ke loans to esta'1lish fuel
wood concentration and dic:;tribution centers 
that make fuelwood available to homeowners. 

"(b) Aoplicants for loans unrier tl'tis sec
tion shall be subject to the eligibility re
ouirements for lJo-rrowers under section 310B 
o.f the Consolidated Farm and Rural Devel
opment Act. 

"(c) There are authorized to be appro
priat.erl. for such loans $10.000.000 annually 
for each of five fiscal years beginning with 
the fiscal year ending September 30, 1980. 
"NATIONAL FOREST SYSTEM ASSISTANCE IN WOOD 

ENERGY DEVELOPMENT PROJECTS 

"SEc. 2047. The Secretarv shall ma~e avail
able wood. and it~ wastes and residues. from 
the National Forest svstem to assist in the 
research. field-tests. and demonc;trat ions au
thorized under sections 2041 and 2052 of this 
title. The Secretary m':l.y make available the 
timber resources of the National Forec:;t sys
tem. in accordance with appropriate t.imber 
aporaisal and sale oro~edures. to commercial 
enterprises established with loans or grants 
provided under section 2061 of this title. 

"RELATION TO PROGRAM PLAN AN'l BOARD 

"SEC. 2048. The Secretarv shall ensure that 
the implementat!o"' ~>nd CO"'<iuct of t'"-e nrc
grams under this !'Ubtitle are (a) in cont"orm
ity with the Program and (b) under the di
rection of the Board. 
"Subtitle F-Agricltltural Bioma-:s. Energy 

Development 
"DEFINITION 

"SEc. 2051. For puroosE>s of this Sltbtltle, 
'a.gricultt,ral bioma"S energy' means energy 
produced from renewable re"Otlrces other 
than wood, or their wastes and residues. 

"AGRICULTURAL BIOMASS ENERGY CENTERS 

"SEc. 2052. (a) The Secretary shall estab
lish four Agricultural Biomass Energy Cen
ters , each in a different geographic region of 
the United States and located in an area in 
which there is intensive use of the land for 
growing agricultural commodities. To the ex
tent pract icable, the Centers shall be estab
lished as existing Department of Agriculture 
facilities for agricultural research . 

" (b ) Under the direction of the Board, each 
Agricultural Bioma-:s Energy Center shall-

" ( 1) perform applied agricultural biomass 
energy production and use and rural energy 
conservation research projects that recognize 
the needs and opportunities of the region in 
which the Center is located; 

" (2) develop and maintain an agricultural 
biomass energy research information bank; 

"(3) field-test promising research findings 
on agricultural biomass energy production 
and use and rural energy conservation (in
cluding home insulation, industrial energy
efficiency m cnitoring, and other energy con
servation systems and techniques applicable 
to the region); 

"(4) train extension personnel to conduct 
agricultural bioma~s energy workshops, on 
the production of agricultural biomass 
energy, as provided in section 2053 of this 
title , and develop model training programs 
for agricultural biomass energy workshops; 

"(5) in coopera tion with State extension 
services and through contracts with local 
e n tit ies having the necessary technical re
sources , provide technical assistance to land
owners, colleges and universities , and other 
interested parties in its region on agricul
tural , forestry, and rural energy production, 
use. and conservation, and commercialization 
of rural energy projects; 

" (6) demonstrate agricultural biomass en
ergy production and use and energy conser
vation products using, to the extent feasi
ble, applied research performed under this 
title including, but not limited to demon
strations of-

"(A) production , transportation. and han
dling of fuel from agricultural biomass; 

"(B) the use of agricultural energy bio
mass for industrial parks, rural businesses, 
and rural communities; 

"( C) the use of direct solar, passive solar , 
wind, and geothermal energy to convert agri
cultural commodities to fuel; 

"(D) wood pyrolysis and gasification for 
crop drying, poultry housing, and other agri
cultural uses: 

" (E ) in cooperation with land-grant insti
tutions, engineering techniques that effi
ciently use agricultural biomass for energy; 

" (F) solar power for crop drying, irrigation 
pumps, and other purposes; and 

"(G) other projects designated by the 
Board: 

" (7) disseminate information on new en
ergy t ech!l ologies through the conduct of 
conferences, seminars, and training pro

grams; 
" ( 8) perform rural energy need analyses 

for rural residents and communities and 
State governments within the region ; anrt 

"(9) where aooropriate, perform similar 
research , field test, and demonstration pro
grams with resnect to wood. 

"(c) 'Tile Agricultural Biomass Energy 
Centers shall im,.,Iement the provisions for 
so1ar ener~y model farms and demonstra
tion oro 'ects contained in subtitle H of 
title XIV of this Act. 

"(d) Where appropriate, the A!!ricultural 
Biomass Fnen!y Centers shall share resources 
and coordinate efforts with the Regional 
Solar Energy Research and Demonstration 
Centers est ablished under section 1455 of 
this Act. 

"(e) There are authorized to be annually 

appropriated $30,000,000 for the Agricultural 
Biomass Energy Centers, such sums to be in 
addition to appropriations for agricultural 
research facilities that bouse the Centers. 

"AGRICULTURAL BIOMASS PRODUCTION 

ASSISTANCE 

"SEc. 2053. (a) In order to enable the 
United States, by 1990, to produce annually 
agricultural biomass energy in amounts 
equivalent to the energy available from six 
million barrels of oil, the Secretary shall 
implement a program, using the State ex
tension services, to conduct workshops and 
provide other training, disseminate infor
mation, and provide technical assistance 
with respect to the small-scale production 
and use of ethanol, methanol, low and me
dium Btu gas, and other energy forms from 
agricultural biomass (including, but not 
limited to, com";ost material). The pro
gram shall be conducted in areas of the 
United States in which there is intensive use 
of the land for growing agricutlural com
modities, under the direction of the Board. 

"(b) State extension services shall con
duct agricultural biomass energy workshops 
providing ( 1) instruction to interested par
ties on the construction and operation of 
agricultural biomass energy production fa
cilities, and (2) instruction to county exten
sion agents on the conduct of agricultural 
biomass energy extension on the local level. 
The State extension services shall use per
sonnel trained at the Agricultural Biomass 
Energy Centers for the conduct of work
shops, but may also contract with colleges 
and universities, junior colleges, and voca
tional schools, including vocational agricul
tural schools, for facilities and additional 
personnel needed for t he workshops. To the 
extent feasible , each workshop shall be con
ducted at a location at which an operational 
agricultural biomass production unit is 
available. To the extent feasible, not less 
than 100 workshops shall be conducted an
nually. At least 5 percent of the county ex
tension agents in each State in which there 
is intensive use of the land for growing agri
cultural commodities shall be trained 
through the workshops on providing the 
practical training, information, and tech
nical assistance on agricultural biomass en
ergy production required under subsection 
(c) of this section. 

" (c) State extension services shall, at the 
local level and on a continuing basis, make 
available practical training, information, 
and technical assistance to farmers, rural 
residents, and rural communities on eco
nomical and energy-efficient small-scale pro
duction of ethanol and other agricultural 
biomass energy. Such assistance shall in
clude educational programs to inform per
sons of Federal laws affecting the produc
tion, transportation, and handling of agri
cultural biomass energy products. 

" (d) For the purpose of this section 
'small-scale production' means productio~ 
annually of not less than one thousand gal
Ions, nor more than two million gallons, of 
ethanol, or, for other forms of agricultural 
biomass energy, its energy equivalent. 
"Subtitle G-Agricultural, Forestry, and 

Rural Energy Production, Use, and Con
servation Loans, Demonstration Grants, 
and Cost Sharing 

" LOANS AND DEMONSTRATION GRANTS 

"SEc. 2061. (a) In order to facllitate the 
development of biomass as a source of en
ergy and improved energy conservation prac
tices and reduce the Nation's need for im
ports of petroleum and natural gas, the Sec
retary shall establish projects for rural en
ergy conservation and the production and 
use of energy from biomass through direct, 
insured, or guaranteed loans as provided in 
this section to finance the construction, es-
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tabllshment, renovation, or operation of com
mercial or on-farm projects. 

"(b) In order to encourage the adoption 
of biomass energy production and rural en
ergy conservation systems and techniques, 
the Secretary may make grants for the con
struction, establl.shment, renovation, or op
eration of demonstration projects for the 
production and use of energy from biOIJlS.SS 
or rural energy conservation. The total 
amount of grants for projects in any one 
State may not exceed $10,000 ,000 in any fiscal 
year. 

"(c) To the maximum extent practicable, 
the Secretary shall select for financial assist
ance under this section projects that (1) 
show promise of success based on research, 
field-testing, and demonstrations performed 
by the Wood Energy Centers and Agricul
tural Biomass Energy Centers established 
under this title and (2) carry out the 
Program. 

"(d) Loans may be made or insured, or 
guaranteed, and grants made under this 
section-

"(1) with respect to on-farm projects, to 
any farmer or rancher in the United States, 
or on-farm, cooperative, or private domestic 
corporation or partnership that is controlled 
by farmers or ranchers and engaged p:imar
ily and directly in farming or ranching in 
the United States; and 

"(2) with respect to commercial projects, 
to any domestic public, private , or coopera
tive organization organized for profit or not 
for profit, or individual who is a United 
States citizen. 

"(e) No loan may be made or insured, or 
guaranteed, and no grant may be made under 
this section unless the Secretary determines 
that the total energy content of the alternate 
fuel to be manufactured under the project 
will exceed the total energy from the petro
leum and natural gas used in manufacturing 
the alternate fuel. 

"(f) (1) The total amount of loans made 
or insured under this section in any fiscal 
year may not exceed $250 ,000,000. Not less 
than one-third of the total amount of loans 
made or insured under this section in any 
fiscal year shall be allocated for projects that 
use wood or wood wastes, and not less than 
one-fourth of the total amount of loans made 
or insured under this section in any fiscal 
year, including loans for projects that use 
wood or wood wastes, shall be allocated for 
small-scale production facillties. 

"(2) The total amount of loans guaran
teed under this section in any fiscal year 
may not exceed $1,000,000,000. Not less than 
one-third of the total amount of loans guar
anteed under this section in any fiscal year 
shall be allocated to projects that use wood 
or wood wastes, and not less than one-fourth 
of the total amount of loans guaranteed un
der this section in any fiscal year, including 
loans for projects that use wood or wood 
wastes, shall be allocated for small-scale 
production facillties. 

"(3) For the purpose of this subsection, 
'small-scale production' means production 
annually of not more than two million gal
lons of ethanol, or, for other forms of bio
mass energy, its energy equivalent. 

"(g) The Secretary shall establish such 
terms and conditions for loans and grants 
under this section as ne~essarv to imple
ment the purpose of this section and en
sure the prompt repayment of loans. 

"(h) Insofar as practicable, not less than 
75 percent of the loans, loan guarantees, 
and grants under this section in any fiscal 
year shall be executed by May 31 of such fis
cal year. 

"(i) The Secretary may use any agency of 
the Department of Agriculture-including 
the Forest Service , the Farmers Home Ad
ministration, the Agricultural Stabilization 
and Conservation Service, and the Rural 
Electrification Administration-to carry out 

the loan and grant program under this sec
tion. 

"(j) The Secretary shall coordinate the 
loan and grant program under this section 
with ( 1) the industrial hydrocarbon and al
cohol loan and grant programs under sec
tion 1419 of this Act and section 509 of the 
Rural Development Act of 1972, as added by 
section 1420 of this Act; (2) the !arm loan 
programs under the Consolidated Farm and 
Rural Development Act, as amended by sec
tion 2062 of this title; and (3) the program 
for solar energy model farms and demonstra
tion pro1ects under sections 1452 through 
1454 of this Act. 

"(k) The Secretary may issue such regula
tion'> as are necessary to implement this 
section. 

"(1) The provisions of this section shall be 
carried out through the Commodity Credit 
Corporation. In making, ins11ring. or P"Ua>:
anteeing loans under this section, the Secre-
tary may also use the authorities vested in 
the Secretary under the Conc::olidated Farm 
and Rural Development Act. Any contract 
of insurance or guarantee executed under 
this secticn shall be an obligation of the 
United States and incontestable except for 
fraud or misreoresentation of which the 
holder of the contract has actual knowledge. 

"CONSOLIDATED FARM AND RURAL DEVELOP

MENT ACT AMENDMENTS 

"SEc. 2062. The Consolidated Farm and 
Rural Development Act is amended by-

.. ( 1) inserting in section 303 (b) ( 1) 'for 
farm operations or' after 'system'; 

"(2) inserting in section 306(a) (14) (A) 
• ( 1 \ • after 'insure'; 

" ( 3) inserting in section 306 (a.\ (14) (A) 
before the period at the end of the first oara
~raph the fo'lowing : ': and (2) loans in the 
full amount thereof. but not to exceed $25.-
000.000. to rural electric coooeratives for the 
construction and ooeration ·of electric gen
erating fac111ties that use nonfossil energy 
sources including, but not limited to , bio
mass, wood. neat, and hvdrooower from small 
streams and rivers in ru>:al areas' ; and 

"(4) inserting in the first sentence of sec
tion 310B(a) 'commercially-feasible oro1ects 
for biomass energy production,' after ;con
trol,'; 

"(5) striking out in section 312(a) (2) 
'sot.ar energy' and inserting in lieu thereof 
'biomass or solar energy or increases energy 
conservation'; 

"(6) insertin~ '(a)' after the section des
ignation of section 346; and 

"(7) adding at the end of section 346 a 
new subsection (c) as follows: 

"'(c) In addition to amounts otherwise 
authorized, loans for each of the fiscal years 
enr!ing Seotember 30. 1 o8o. September 30, 
1981, and September 30, 1982, are authorized 
to be insured. or made to be sold and in
sured. or guaranteed-

.. '(1) under the Agricultural Credit In
surance Fund as follows: 

"'(A) real estate loans. $50.000,000 for 
farm improvements that establish nonfossil 
energy systems on the farm; and 

"'(B) ooerating loans, $20,000,000 for 
equioment that uses biomass or solar energy 
or promotes energy conservation, 
which amounts, in the discretion of the 
Secretary, may be used either for insured 
or guaranteed loans; and 

"'(2) under the Rural Development In
surance Fund as follows: 

" ' (A) industrial develooment loans. $270,-
000 000, of which $20.000.000 may be for in
sured loans and $250 .000 000 may be for 
guaranteed loans, with authority to transfer 
amounts between such categories, to be used 
for commercial biomass energy production 
projects: and 

" '(B) community facility loans, $25,000,
ooo for loans to rural electric cooueratives 
for electric generating projects that use non
fossil energy, which amount, in the discre-

tion of the Secretary, may be used either 
for insured or guaranteed loans.' . 

"RURAL ELECTRIFICATION DEMONSTRATION 

GRANTS FOR ALTERNATE ENERGY SOURCES 

"SEc. 2063. (a.) The Administrator of the 
Rural Electrification Administration may 
make grants to owners of rural electric sys
tems eligible to receive loans under the Rural 
Electrification Act of 1936, or federations of 
such owners, for projects demonstrating al
ternate energy and conservation technologies 
including, but not limited to, small-scale 
hydropower, geothermal, fuel cell, wind, 
solar, and wood, peat, and other biomass 
projects. 

"(b) Grants may cover all or a portion of 
the cost of such projects, including, but not 
limited to, expenditures for constructi(>n and 
operation, and required economic, environ
mental, technological, planning, or other 
studies. Grants may be made alone or in 
combination with other governmental assist
ance or private funding. 

"(c) Grants shall be made on such terms 
and conditions as the Administrator con
siders appropriate to further the purposes of 
this title. 

"(d) There are authorized to be appropri
ated for purposes of this section $10,000,000 
for the fiscal year ending September 30, 1980; 
$20,000,000 for the fiscal year ending Sep
tember 30, 1981; $25,000,000 for the fiscal 
year ending September 30, 1982; and $30,-
000,000 for the fiscal year ending Septem
ber 30, 1983. Any amounts appropriated 
under this section are to remain available 
until expended. 
"LENDING FOR ENERGY PRODUCTION AND CON

SERVATION PRO.JECTS BY PRODUCTION CREDIT 

ASSOCIATIONS, FEDERAL LAND BANKS, AND 
BANKS FOR COOPERATIVES 

"SEc. 2064. The Farm Credit Administra
tion shall encourage the production credit 
associations, Federal land banks, and banks 
for cooperatives to use the existing authority 
in the Farm Credit Act of 1971 to make loans 
to farmers for the establishment or opera
tion of commercially-feasible biomass energy 
production or energy conservation projects. 
"AGRICULTURAL CONSERVATION PROGRAM ENERGY 

CONSERVATION COST SHARING 

"SEc. 2065. Section 8 of the Soil Conserva
tion and Domestic Allotment Act is amended 
by-

.. ( 1) inserting after the word 'conserva
tion' in the first sentence of subsection (b) 
the following: '(including energy conserva
tion)'; and 

"(2) inserting after the first two sentences 
of subsection (b) a new paragraph as 
follows: 

"The Secretary may provide financial as
sistance to agricultural producers for the 
purpose of encouraging energy conservation 
by sharing the costs and providing technical 
assistance for ( 1) the establishment, res
toration, and better use of shelter belts to 
conserve energy in farmsteads, feed lots, and 
rural residences, (2) the establishment and 
use of minimum tillage systems, (3) the 
efficient storage and application of manure 
and other suitable wastes to the land for 
land fertility and soil improvement, (4) the 
use of integrated pest management, (5) the 
use of energy-efficient irrigation water man
agement, and (6) the establishment of water 
conservation measures necessary for the im
provement of crop yields in relation to the 
amount of energy used in crop production.'. 

"Subtitle H-Effective Date 
"SEc. 2071. The provisions of this title 

shall become effective October 1, 1979.". 
• Mr. HELMS. Mr. President, I am 
pleased to be an initial cosponsor of the 
Agricultural, Forestry, and Rural Energy 
P<>licy Act of 1979. The distinguished 
Senator from Georgia <Mr. TALMADGE) 

should be commended for his authorship 
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of this farsighted and broad approach to 
our -Nation's tremendous energy short
fall. While this legislation will hardly 
end our energy crisis, it is an important 
effort to help reduce our dependence on 
imported petroleum. 

Above all else, I am pleased that this 
bill shows a faith in the efficiency and 
creativity of private enterprise. We 
should all know by now that our free 
enterprise system can produce better 
products and services faster and at less 
cost to the public than can government, 
if only allowed the opportunity. This leg
islation recognizes that fact and sets out 
to provide incentives to the private sec
tor, particularly small investors, in help
ing to work our way out of the energy 
dilemma in which excessive Government 
regulation has put us. 

Probably the most important thrust of 
this legislation is its encouragement of 
extension and research activities, in
cluding applied research. Agricultural 
and forestry energy production systems 
are already developed to an amazing ex
tent--especially when compared to some 
of the extremely expensive and far
fetched ''synfuel" schemes that are now 
being widely touted in some circles. We 
have all witnessed the sale of gasohol 
and many of us have experienced the ad
vantages that fuel mixture offers. And, in 
my own State, wood waste is now being 
used as an economical and environmen
tally preferable alternative to conven
tional fuels. Additional research is sure 
to raise other such alternative means of 
energy production into a cost-effective
ness range that is competitive with oil 
at today's prices-and advantages to the 
supply uncertainties and higher prices 
to tomorow's oil. Extension activities and 
grants to State forestry agencies are nec
essary to deliver our present and future 
technology to those who can put it to 
use. 

Another result from the research and 
extension activities authorized in this 
bill will be the conservation of fuel. 
USDA officials have stated that by apply
ing energy-saving techniques we now 
know, rural home energy consumotion 
could be reduced by 40 percent. Signifi
cant savings may also be made in fuel 
consumption through improved farming 
practices. 

While I am proud to serve as a cospon
sor of this legislation and enthusiastically 
endorse its overall intent, I do have some 
reservations about the loan levels that it 
would authorize. In addition, minor sec
tions of the bill deserve especially close 
scrutiny before being passed by the Sen
ate. Of course, ample opportunity for the 
consideration of my concerns will be 
available in committee deliberation on 
the bill. I am confident my concerns will 
be addressed satisfactorily at that time.e 

Mr. McGOVERN. Mr. President, today 
I am pleased to join with Senator TAL
MADGE, the distinguished chairman of the 
Senate Agriculture, Nutrition, and For
estry Committee, to introduce the Agri
cultural, Forestry and Rural Energy 
Act of 1979. 

This legislation, which is being intro
duced with the cosponsorship of over 20 
Members of the Senate including the 
membership of the senate Agriculture 

Committee, is strong testimony to the 
far ranging, bipartisan support in this 
Congress and across the country for 
rapid alcohol fuel and wood energy 
commercialization. 

Although the synthetic fuel proposals 
presently being debated in the Senate, 
may make some contribution to our Na
tion's energy supply in the long term, 
alcohol fuels, conservation, and other 
renewable energy sources are our only 
hope to make an immediate contribution 
to the stabilization of the Nation's pre
carious energy supply. Unlike synfuels, 
energy from agricultural commodities, 
wood and wood waste do not require long 
lead times for construction or extensive 
research, and generate far less impact 
to the environment or precious western 
water supplies. 

The Agricultural, Forestry and Rural 
Energy Act rep resents a marriage be
tween two important interests on the 
Agriculture Committee. Senator TAL
MADGE, who has had a strong interest in 
energy from wood and wood waste, has 
initiated several proposals which were 
incorporated in the final legislation. The 
bill also includes the important provi
sions from alcohol fuels and gasohol leg
islation I had previously introduced. The 
combination of these earlier proposals 
have resulted in a comprehensive energy 
program that can go a long way toward 
minimizing our dependence on foreign 
fuels and establishing a firm base of en
ergy security. 

Mr. President, I am particularly 
pleased with the strong commitment in 
this legislation to small scale alcohol fuel 
facilities. The bill provides for both di
rect loans and Federal loan guarantees 
for alcohol fuel plants, using agricul
tural commodities, with a capacity of 
less than 2 million gallons annually. Not 
only will these provisions provide 
farmers with another vital market for 
their products, but it will allow them to 
become directly involved in the fuel pro
duction process. The location of these 
plants in rural communities will stimu
late local and regional economies as well. 

At this time, over 25 cooperatives and 
service stations in South Dakota are 
marketing gasohol. However, not a sin
gle alcohol fuel plant has been located 
in my State. Although South Dakotans 
are using gasohol, our farmers products 
are not being used in the production of 
this fuel. This legislation will provide the 
necessary incentive and assistance for 
the production of ethanol in every 
State, using the commodities available in 
those States. 

The Agricultural, Forestry, and Rural 
Energy Act will also provide Federal 
loan guarantees for the construction of 
larger alcohol fuel facilities. Perhaps 
most importantly, this bill will establish 
four agricultural biomass energy centers, 
each in a different region of the country. 
These centers will be charged with pro
viding adequate outreach training for 
alcohol fuels production, conducting re
search on new conversion technologies 
and providing information to the public. 
In addition, these centers will administer 
grants for the demonstration of alcohol 
fuel plants using renewable energy 
sources, including solar and geothermal 
energy, for the conversion process. 

In short, this legislation comprehen
sively addresses the need to provide in
formation, training, research, and direct 
loan assistance for the rapid commer
cialization of energy from agriculture. In 
point of fact, this bill addresses all of the 
present barriers to alcohol fuels develop
ment with the exception of the regula·
tory problems at the Bureau of Alcohol, 
Firearms, and Tobacco. Unfortunately, 
this Agency was given only the au
thority and not the capability to regulate 
alcohol fuels production. Specifically, the 
Bureau was only designed to govern 
beverage alcohol production. 

However, I have sponsored a second 
piece of legislation today with the dis
tinguished Senator from Indiana, Sena
tor BAYH, who is also the Chairman of 
the National Alcohol Fuels Commission, 
which should resolve the regulatory 
nightmare at the Bureau. Consequently, 
today legislation has been introduced in 
the Senate, which together, will elimi
nate all of the barriers to a strong alcohol 
fuels industry in our Nation. I urge my 
colleagues to support both of these pro
posals and work toward the speedy 
passage of both important proposals. 

Mr. HAYAKAWA. Mr. President, I am 
happy to join my colleague from Georgia·, 
Senator TALMADGE, the chairman of the 
Senate Agriculture Committee, and other 
Members of the Senate in cosponsoring 
the Agriculture Forestry and Rural En
ergy Act of 1979. This legislation will 
authorize an agricultural, forestry, and 
energy program within the Department 
of Agriculture. 

One of the strongest points of this leg
islation is the involvement of the private 
sector, especially the private landowner 
with forested land. In California we have 
many more small landowners than we do 
large corporate companies that manage 
timberlands. Yet many of the small 
owners, with 40 acres and so on, do not 
carefully manage these timberlands in 
the most productive way possible. This 
bill provides incentive for the small 
forest landowners in the United States 
to better manage their lands, and to put 
them into production. 

The small forest landholders own a 
majority of the forest land in the United 
States, and yet they produce less com
mercial timber per acre than either the 
U.S. Forest Service lands or industry 
timber lands. However, the potential 
growth on these privately owned lands 
is tremendous. In the West, softwo:xl 
timber-conifers-is usually har
vested for the lumber and plywood mar
kets. Hardwoods have had no market 
outlet in the past. We have many, many 
acres of hardwoods growing on the land, 
and they are ready for use. 

When softwood is harvested, the less 
desirable hardwoods grow back and com
pete with the conifers. Forest lands have 
to be sprayed to actually kill the hard
woods so that the conifers can grow in 
their place. At this time we face serious 
problems with the controversy over the 
use of the herbicides to control the 
growth of hardwoods. Perhaps the in
centives in this bill for the production of 
hardwoods for energy will help solve the 
problem of herbicide use. 
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This legislation provides for the in
volvement Oi the private sector in several 
ways. There are incentives for the small 
forest landowners to get involved in the 
production of timber for fuel in the form 
of loans, loan guarantees and matching 
grants. A special emphasis will be made 
for wood energy projects and a certain 
percentage of the loans will be set aside 
for on-farm and small-scale commercial 
projects. The bill authorizes money for 
the establishment of fuelwood concen
tration and distribution centers, and also 
for the establishment of four agricultural 
biomass energy centers. It will also pro
vide for the Secretary to set up a work
shop and information program. The bill 
would also authorize loans for projects 
that use energy derived from renewable 
resources or that increase conservation 
for projects on privately owned farms, for 
rural industrial projects, and to rural 
electric cooperatives. 

Although I have been consistently sup
portive of synthetic fuels , the recent em
phasis placed on this program should in 
no way dim the great potential we hold 
with renewable alternative sources of en
ergy. The public needs to be informed of 
the tremendous benefit of smaller scale 
utilization of these alternative sources 
such as fuel from grain and wood. and to 
be given incentives to make the best use 
of such commodities. We should not fool 
ourselves that there is a one-shot answer 
to our energy situation. It will take input 
from every available source to regain 
control of our energy fUture. 

Solar energy seems to be the most pop
ular and perhaps most glamorous alter
nate currently discussed. I believe that 
extensive research with solar power 
should continue. Its potential for meet
inl5long-rane-e energy needs is inexhaus
tible. but far from being realized at this 
point. WhUe solar energy appears to be a 
very Promising alternative, we must re
member there is substantial cost involved 
and many technological barriers to over
come in capturing solar energy. 

This bill I am coc::ponsoring will en
courage the rroduction of agriculture 
and forest plant material as alternative 
energy fuels . These raw materials are 
presently the most efficient converters 
of solar energy to usable energy forms. 
Sometimes in our rush to develop exotic 
new technolo'5ies. we tend to overlook 
those that have been successful in the 
past. Forest and agricultural products 
have always been a major contributor to 
man's energy needs. Today. we can com
bine the use of these traditional fuels 
with existing modern technology to 
greatly reduce our dependence on fossil 
fuels. 

This bill. the Agricultural, Forestry, 
and RurRl H"nerg-<r Act of 1 Q7Q. wonid des
ienat.e thP. DePartment of Agriculture 9S 
the lead Federal agency for the devel
opment and prorluction of altornative 
fuelc; from ae-ricultural commodit1es and 
forest. prorluct.!'>. It would providP. for re
searr.h extension and cons<;!rvat:on ac
tivitiPS for agricultural, forestry, and 
rural energy. 

The goals of this program are to have 
a ~0-f'P.rrent 'rPnprt.\t)n in not.,...,lo,.-., :;~nn 

natural gq,s use by rural residents a.nd 
commnnities bv the year 2000. This 
would be achieved by the Secretary of 

Agriculture, who would coordinate with 
other Federal agencies to assess our agri
cultural, forestry, and rural energy needs 
and resources. He would have the overall 
responsibility to develop this program 
for rural energy production, use, and 
conservation. 

I urge the full support of this bill by 
all who are truly interested in an early 
solution to our energy problems. 
• Mr. PRYOR. Mr. President, I am 
pleased to join with my distinguished 
chairman, Senator TALMADGE, and with 
other members of the Senate Agriculture 
L-ommiccce m sponsoring S. 1775, the 
Agricultural, Forestry, and Rural Energy 
Act of 1979. I heartily endorse the con
cept of utilizing the tremendous energy 
resources of the agricultural and forestry 
industries in meeting the energy needs of 
rural America. The bill establishes a goal 
of reducing the usage of fossil fuels by 
rural residents and communities by 50 
percent. Achievement of this goal woUld 
be a milestonP. in reducing our country's 
dependence on Arab oil. 

I support the bill's emphasis on small
scale production of alternate fuels from 
agricultural and forest products. Using 
existing technologies, these energy re
sources can be used for on-farm and' 
small commercial applications. As we 
carefully consider very expensive large 
scale synthetic fuel facilities, this bill 
offers an efficient energy program which 
we can implement immediately. 

The funding for applied research and 
rural energy extension work evidences a 
commitment to explore new technologies 
in forestry and agricultural biomass en
ergy utilization. The Extension Service 
is an excellent delivery system and I sup
port the use of this tool to assure the flow 
of information to the small timberland 
and farmland owner. 

This legislation marks a commitment 
to utilize more fully the great agricul
tural and forest resources as we seek to 
move toward self-sufficiency in energy.e 
• Mr. NUNN. Mr. President, I rise to 
commend my friend and colleague Sena
tor TALMADGE, chairman of the Eer:ate 
Committee on Agriculture, Nutrition and 
Forestry, upon his introduction of the 
Agriculture, Forestry and Rural Energy 
Act of 1979. This excellent piece of legis
lation characteristically reflects the 
studied analytical approach to national 
issues which has been the hallmark of 
HERMAN TALMADGE'S 23-year Senate 
career. 

I believe this is one of the most sig
nificant and promising measures thus far 
proposed to deal with the Nation's en
ergy crisis. There are many exotic energy 
alternatives which are on the drawing 
boards and which hold great potential 
!or the future. But this bill concerns it
self with something we can do now, and 
that's what makes the Talmadge pro
posal so attractive. The most practical 
solution in the short term to the ener~Yy 
problem and the one which is in the 
best long-term interest to this Nation 
is to be found in the development of re
newable resources. I agree with the ap
proach taken by Senator TALMADGE. If 
we are serious about becoming energy 
independent in this country, then we 
must proceed vigorously with the large 

scale development of energy from renew
able forest and farm resources . I join 
Senator TALMADGE in urging the highest 
priority be given this till by our col
leagues. 

The past 18 months have been par
ticularly difficult and painful for the 
senior Senator from Georgia-he would 
be the first to admit that-but those of 
us who have worked closely with him 
know that the vigor, the dedication, the 
intensity, and the intelligence that HER
MAN TALMADGE has consistently brought 
to the major problems facing the Nation 
have never slackened. 

For example, during the past year, he 
has made a significant imprint on a di
verse list of major legislation. 

In the field of health care, he and 
RussELL LONG have worked together 
closely-LoNG as chairman of the Fi
nance Committee and TALMADGE as 
chairman of the Health Subcommittee
to provide catastrophic health insurance 
for families and individuals whose sav
ings and incomes are placed in jeopardy 
by lingering diseases. This legislation is 
long overdue. 

We have also seen his impact on leg
islation advocating fiscal responsibility 
in Government spending. Long before 
budget cutting became the vogue, HER
MAN TALMADGE was advocating a balanced 
Federal budget as the best way to con
trol inflation and curb runaway Federal 
spending. Support continues to grow in 
the Congress for his constitutional 
amendment which would require a bal
anced Federal budget, except in times 
of national emergency. As the ranking 
member of the Finance Committee, he 
has demonstrated many times that he is 
one of the most knowledgeable men in 
the United States today on economic 
matters, and one who takes seriously his 
commitment to fiscal responsibility. 

Mr. President, HERMAN TALMADGE has 
never relaxed his efforts to curb the reg
ulators and has continually insisted the 
Congress come to grips with its respon
sibility in the regulatory process. The 
Talmadge rule, adopted by the Senate, 
re'luires the Senate committees to file 
regulatory impact statements with every 
new piece of legislation they report. 
While it may not be the only way to 
curb excessive Federal regulations, the 
Talmadge rule is designed at least to 
stop the problem at its source-the Con
gress. 

Of course, in agriculture, the record 
of his leadership is well known to the 
Senate. The Agriculture. Forestry, and 
Rural Energy Act of 1979, which he has 
introduced today. is anot.h~r milest.one 
in a Ion~ tradition of legislation designed 
t.o benefit rur11l America and ultimately 
the entire Nation. Indeed, by latest 
count. Senator TALMADGE has sponsored 
or 1"11c;non~nreci mor<=> th!tn .:10 maior laws 
dealing with agriculture, forestry, feed
in<r. and nutrition proczrams. His lead
P.rship h~c; h<=>on. e~n<=>d..,llv noteworthv 
in recent months. On Monday of last 
week. the Senate passed. by a vote of 
6"- to 27. an exPanded Federal crop in
surance program. cosponsored by my 
colleague. to extend orotection against 
loss by weather and other natural causes 
to producers of all maior agricultural 
commodities in all counties of the Nation. 
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Earlier in this session, legislation han

dled by his committee prevented an 
across the board reduction in food stamp 
benefits and increased those benefits to 
needy elderly and disabled persons who 
have been hit cruelly by inflationary in
creases in health care and housing costs. 
That same bill also provided new ma
chinery for cracking down on food stamp 
fraud perpetrated by those not deserv
ing the benefits of the program-an area 
of continuing concern to Senator TAL
MADGE. 

The senior Senator from Georgia was 
also instrumental earlier this summer 
in the ha!ldling of the multinational 
trade agreement. This agreement, which 
Congress overwhelmingly approved be
fore the August recess, is expected to 
boost U.S. agricultural exports by $500 
million a Year. 

The activities and accomplishments of 
the Senate Committee on Agriculture, 
under Senator TALMADGE's leadership, 
were even more impressive during the 
last Congress. The list of landmark bills 
bearing Senator TALMADGE's imprint that 
became law during the 95th Congress 
include: 

The Food and Energy Act of 1977; 
The Emergency Agricultural Act of 

1978; 
The Agricultural Credit Act O'f 1978; 

and 
The Agriculture Trade Act of 1978. 
Take!l to.5ether, this body of new legis

lation brought about the most profound 
cha-nges and improvements in the Na
tion's farm programs and policies that 
have occurred since the 1930's. 

The list goes on and o.n. Suffice it to 
say that there is not a single sector of 
American a~riculture that has not ben
efited from legislation that my colleague 
helped to enact. 

There is not a farmer or rancher in 
this country whose life and livelihood 
have not been touched in some way by 
this champion <YI American agriculture. 

But there is one other area of Senator 
TALMADGE's activities that deserve a spe
cial tribute. That is his unstinting sup
port of the school lunch program and 
other child feeding programs. 

During his 23 years in the Senate, Sen
ator TALVADGE has helped to develop and 
pa'5S perhaps a dozen major school lunch 
bills. One of the most significant, how
ever, was the National School Lunch Act 
of 1970. This bill modernized the school 
lunch program, gave it a national status, 
provided adequate funding, and provided 
the !oundation for what is generally ac
knowledged to be one of the most valu
able domestic programs of the U.S. Gov
ernment. 

Thanks, in large part, to the efforts of 
Senator TALMADGE, some 26 million 
American children today enjoy the bene
fits of the school lunch pro~;ram. For 
manv children, the daily hot lunch they 
get at school is the best, most nutritious 
and sometimes the only meal they re
ceive. 

Members of the Senate and, indeed, 
every citizen of this Nation owe a great 
debt of gratitude to the distinguished 
chairman of the Agriculture Committee. 
HERMAN TALMADGE finds himself at cen-

ter stage in an era in which our agri
cultural capacity to produce food, fiber
and, yes, energy-has become as impor
tant to America's future as our industrial 
capacity and our ability to wage war. 
Frankly, his is a great responsibility, and 
I am glad that we have a man of his dem
onstrated dedication and ability chair
ing this vital committee. 

Let me take this opportunity to express 
to you, Senator TALMADGE, on behalf of 
all your friends in Georgia and through
out the country, our deep admiration for 
you and appreciation for your leadership 
and service.• 
• Mr. BAYH. Mr. President, it is a pleas
ure for me to join today in introducing 
the Agriculture, Forestry and Rural En
ergy Act of 1979 along with Senator TAL
MADGE, the distinguished chairman of the 
Senate Agriculture, Nutrition, and For
estry Committee, and Senator McGov
ERN, ranking member of the committee 
and fellow member of the National Alco
hol Fuels Commission. Several commit
tees of the Senate are in the process of 
drafting legislation to increase domestic 
energy production and stimulate energy 
savings through conservation. By intro
ducing this measure today, we hope to 
address the special energy needs of our 
rural communities and to tap the re
sources they can offer us in our quest for 
greater energy independence. 

Mr. President, the Nation has been 
through a trying year and our rural com
munities have been acutely affected by 
soaring energy prices and disruption of 
supplies. Over and over again, I hear one 
message from rural Hoosiers: they want 
a secure supply of fuel to run their farms 
and tractors, one which is not subject to 
the whims of foreign governments or the 
control of the major, multinational oil 
companies. They want to control their 
own destiny. And they think they have a 
partial answer to our nagging energy 
problems: tapping the abundant, renew
able resources, with which our country is 
so blessed, to create new sources of en
ergy for all Americans. 

This is a novel idea, Mr. President, 
making our Nation's farmers into pro
ducers of fuel as well as producers of food 
and fiber. Yet, I submit it is one of the 
most exciting and refreshing concepts to 
be debated in this Chamber for a long, 
long time. And, after several years of 
missionary work by some of us, and per
sistence on the part of the American 
farmer, the concept is gaining legitimacy 
and acceptance among policymakers
who have lagged far behind the pub
lic in grasping the opportunities that 
exist in our rural communities-but are 
beginning to think in new ways. 

In this age of high technology and 
large, centralized energy systems, it has 
been difficult for some of our "energy 
specialists" to recognize the practicality, 
feasibility, and attractiveness of diverse, 
community-based energy facilities, fed 
by America's abundant agricultural and 
forestry commodities and wastes. Yet, to 
anyone who grew up on a farm, Mr. Pres
ident, and has witnessed the vast 
changes, increased productivity, and 
marvels of science and engineering that 
have transformed our agricultural sec-

tor, the idea of developing new energy 
crops, farm equipment for harvesting 
them efficiently, and technology for con
verting agricultural products and wastes 
into energy, is entirely plausible and ex
tremely attractive. 

Mr. President, it is clear to most of us 
that there is not going to be one answer 
to our energy problems, and that future 
supplies will come from a number of di
verse sources. We need to start thinking 
in new ways and aggressively pursue all 
of our options. I am convinced that en
ergy from our forests and farmlands can 
make a major contribution to our future 
energy mix and go far toward insulating 
our rural communities from the disrup
tions we have experienced on almost an 
annual basis in the 1970's. In fact, Mr. 
President, I can well imagine a time when 
both urban and rural communities can 
approach energy self-sufficiency, using 
locally available resources to produce en
ergy and by-products suitable for local 
needs. 

In my own State right now, I am work
ing with a number of different individ
uals, companies, and utilities to study the 
feasibility of a variety of energy facilities 
aimed at this goal. One facility would 
convert municipal waste, whose disposal 
is now a problem and expense, into 
methane, to meet local user's needs for 
secure gas supplies. Others would convert 
a variety of Hoosier agricultural products 
and wastes into alcohols and other hy
drocarbons usable by farmers and indus
try in Indiana. Still others would convert 
high sulfur Indiana coal into gas, a clean 
fuel. And, finally, 32 Hoosier farmers 
have been granted permits by the Bureau 
of Alcohol, Tobacco, and Firearms to 
produce alcohol for their own use on their 
farms, while 29 others have applied for 
such permits. 

Each of these projects has the potential 
for using local resources to meet peculiar 
community needs. At the same time, each 
can boost our Hoosier economy by put
ting more miners to work, providing ex
tra income for Indiana farmers, relieving 
a major city of its waste disposal prob
lems and providing secure energy sup
plies at stable prices for a variety of 
energy consumers. 

To me, Mr. President, there is enor
mous appeal to this regional approach to 
energy production. At a time when Amer
ican people have lost confidence in their 
future, because energy supplies-the life
blood of our society-are controlled by 
foreigners and large multinational cor
porations, the prospect of energy produc
tion at the local level is doubly attractive. 
If successful, it will permit our citizens to 
regain control over their own lives and 
fortunes. It will provide farmers, co-op::;, 
local institutions, and small businesses 
with a new arena for their talents and 
energies. And it will give local commu
nities the ability to make decisions about 
how to develop local resources and solve 
local problems. 

Mr. President, the legislation we are 
introducing today concentrates on energy 
production in our rural communities. It 
recognizes that fuels from biomass can 
make a contribution now; that the feed
stocks to produce them are available in 
meaningful quantities in every region of 
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the Nation; and that these fuels are the 
only immediate means of making a dent 
in our oil imports, or substituting for 
petroleum products in case of sudden 
cutoff of foreign oil supplies. While corn 
has received the most attention as a feed
stock for alcohol fuels, there are a wide 
variety of commodities that can be con
verted into liquid fuels usable in auto
mobiles, tractors, and utility peaking 
units right now. 

Ethanol can be produced from such 
diverse sources as corn, wheat, milo, 
sweet sorghum, sugarbeets, potatoes, 
algae, distressed crops and crop residues, 
as well as numerous other "energy 
crops" that our plant geneticists could 
develop if given the go-ahead. Methanol 
can be produced from forestry products, 
crop residues and wood wastes. The list 
is growing daily. And, on the horizon, is 
use of a large number of diverse and in
expensive cellulosic wastes as feed
stocks-such as cornstalks, pulp and 
bagasse from sugar mills, sawmill wastes 
and small limbs and tree branches, and 
industrial wastes and trash. Biomass can 
also be converted into gaseous fuels, sub
stitutable for natural or synthetic gas. 

Mr. President, American taxpavers are 
shelling out upwards of $10 billion to 
farmers not to grow crops, an irritant to 
city people and farmers alike. Putting 
idle land to use by growing energy crops 
on setaside acreage and marginal lands 
can help solve our energy problems and 
give a boost to depressed rural economies 
and economically strapped farmers all 
over this Nation. Using agricultural and 
wood wastes, as well as waste streams in 
food processing facilities, can supple
ment rural incomes and create opportu
nities out of what are now problems. 

Mr. President, utilization of fuels from 
biomass is currently constrained by lim
ited production capacity. Their develop
ment reflects the same chicken and egg 
dilemma evident for most alternative 
fuel sources today-difficulty in securing 
capital for investment in production 
facilities and limited expertise in pro
ducing and distributing the fuel. 

The bill we are introducing today ad
dresses several areas where a concerted 
effort is likely to pay off almost immedi
ately in rural energy production and in
creased efficiencies: financial assistance 
to those who would like to produce en
ergy from agricultural and forestry com
modities; technical assistance to poten
tial producers and users of biomass fuels; 
and community based, applied research 
and demonstration programs to develop 
and test out new technology. · 

Briefly, the bill would establish an Ag
riculture, Forestry, and Rural Energy 
Board within the Department of Agricul
ture to analyze rural energy needs and 
resources and develop a renewable re
sources energy production and conserva
tion program for rural communities 
aimed at reducing consumption of fossil 
fuels in rural communities by 50 percent 
over the next 20 years. The Board would 
oversee a number of programs of demon
strated need: direct grants, loans and 
loan guarantees for on-farm and com
mercial energy production; outreach, in
formation and technical assistance pro
grams based in rural communities for the 

benefit of potential producers and users; 
demonstration programs for promising, 
energy efficient processes; and applied 
research programs that can quickly be 
adopted for use by rural residents, busi
nesses, co-ops, and local governments. It 
would build on the existing system of 
agricultural extension services and draw 
on the talent located at our land grant 
colleges as well as our community and 
junior colleges, and technical and voca
tional educational institutions. 

Mr. President, this legislation is an 
action-oriented program. It proceeds on 
several tracks at the same time, making 
assistance available to a diverse group of 
potential producers and users and ap
plied researchers. It is responsive to the 
needs expressed to me by hundreds of 
farmers and small businessmen, entre
preneurs, and scientists who have invest
ed a good deal of time and thought to 
this subject and are directly involved in 
the movement to produce energy from 
our farmlands and forests. 

I commend our committee chairman, 
Mr. TALMADGE, for making this legisla
tion a top priority of the Senate Agri
culture Committee and am grateful by 
his intention to schedule it for early con
sideration. I look forward to working with 
the committee and the rest of my col
leagues in addressing this important is
sue.• 
• Mr. STENNIS. Mr. President, I am 
pleased to join the distinguished Senator 
from Georgia <Mr. TALMADGE) and others 
in sponsoring the Agricultural, Forestry, 
and Rural Energy Act of 1979. The pas
sage of thi.s blll would be a very im9or
tant step in our drive for energy inde
pendence and I highly commend the Sen
ator from Georgia for his informed and 
timely interest in this important matter. 

As the Senator from Georgia has ex
plained, the bill would reouire the Secre
tqry of Agriculture to implement, withi.n 
the Department of Agriculture, an agri
cultural, forestry. and rural energy pro
duction, utilization, and conservat;on 
program. The goal would be to assist the 
United States in achievi.ng energy inde
pendence for agricult-ural and forestry 
production, processi.ng, and marketing, 
and a 50--cercent reduction in the pe
troleum and natural gas used by rural 
residents and communities. It would es
tablish the research, extension, demon
stration, and grant programs necessary 
for the effective im9lementation of the 
:rrogram ~"nd require that the Secretary 
of Agriculture coordinate these programs. 

Mr. President, I believe that we must 
actively pursue and develop all possible 
alternatives for petroleum products as a 
sour?e of energy. For example, I have 
previously announced my support for a 
large scale pro<5ram directed at the de
velopment and production of synthetic 
fuels. However, I believe that it is es
sential th':lt all programs and measures 
that will lend encouragement to research 
into and development and production of 
alternate fuels be fullv explored. The 
extent and gravity of the energy crisis 
confronting this country todav demands 
that we leave no stone unturned in our 
quest for alternative sourrPs of enPrey. 

I share the view of the Senator from 
Georgia that biomass, or the production 

of fuels from wood, grain and other 
products of field and forest, is one of the 
avenues which must be explored. The 
production of alternate fuels from agri
cultural and forestry products offers 
practical and relatively inexpensive ways 
of reducing our dependence on foreign 
oil. The technology for the efficient pro
duction of such fuels from wood, grain, 
and other biomass materials is already 
substantially developed and is ready for 
application on the farm and in small 
commercial activities. 

Mr. President, the State of Mississippi 
has an abundance of agricultural and 
forestry products which could be used 
and useful in a biomass development and 
production program. Despite our rapid 
progress in other areas, agriculture still 
remains the backbone of our economy. 
Therefore, if this bill is passed, as I hope 
it will be, I would anticipate that my 
State would play a significant part in the 
programs which it would provide. We are 
already very deeply involved in research 
and experimentation in agriculture and 
forestry and participation in the biomass 
program would be a natural and easy 
step for us to take. This would enable 
Mississippi to make a further contribu
tion toward solving the energy prob!em 
and, at the same time, by providing new 
and increased use of and markets for 
products of the field and forest, it would 
contribute significantly to the economic 
development as well as industrial expan
sion and thus would result in added em
ployment opportunities and increased 
income. 

Mr. President, this is a very important 
and significant bill. I hope that action on 
it will be expedited so that we can send 
it to the President for his signature just 
as soon as possible.• 

By Mr. TOWER: 
S. 1776. A bill to impose quantitative 

restrictions on the importation of lamb 
meat; to the Committee on Finance. 

LAMB MEAT QUOTA ACT OF 1979 

e Mr. TOWER. Mr. President, I am today 
introducing legislation that is very im
portant to the well-being of our sheep 
industry in the United States. Since lamb 
is now the major product of the American 
sheep industry, there is much concern 
that foreign imports have a dramatic ef
fect on the domestic lamb pricing 
structure. 

I am proposing legislation to impose 
quantitative restrictions on the importa
tion of lamb meat. Over the past several 
years, the domestic sheep industry has 
suffered a steady decline in sheep herds. 
Numbers have declined from 50 million 
head in 1950 to 11.7 million head in 1978. 
While the decline has been partly due 
to inflationary costs and to predation of 
live sheep and lamb, imports of foreign 
product, while relatively low, have im
peded the ability of the American pro
ducer to market his product at a fair 
price. Import of foreign lamb has jumped 
from 12.3 million pounds in 1967 to 36 
million pounds in 1978, compared to 500,
ooo pounds of mutton. 

Another very serious problem looms on 
the horizon, and that is that the impor
tation of fresh chilled lamb does not have 
to be quality graded. Most stores sell only 
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U.S. choice-USDA quality grade-Iamb. 
However, the imported lamb of unknown 
quaiity is being sold right alongside of 
our fresh product. There exists some 
question that the imported fresh chilled 
product may not really be lamb. Before 
a domestic product can be graded "lamb," 
the break-joint must break. Lamb have 
a nonmovable joint above the knee that 
will break until the animal reaches ma
turity. This is supervised by a USDA 
grader at the slaughter facility. The Aus
tralians remove the leg above the break
joint so it is impossible to determine the 
age by this method. I am concerned that 
the American consumer is not being af
forded the opportunity to know if they 
are selecting an unlabeled imported prod
uct or the quality graded fresh domestic 
lamb product. 

Mr. President, the legislation that I 
am introducing today was recently intro
duced in the House of Representatives by 
the Honorable TOM LOEFFLER as H.R. 
5127. The legislation will correct the 
oversight created when this important 
commodity was omitted from current 
meat import restrictions by providing a 
modest limit on the quantity of lamb 
meat which may enter the United States 
durin~ anv year. This legislation will 
provide for both the consumer and the 
producer of lamb by assuring an ade
quate supply of domestic lamb meat at a 
fair price while maintaining the stabil
ity of our international lamb trade. 

In summary, this Lamb Import Act will 
set total lamb imports in anv given year 
not to exceed either 10 percent of the 
dome-;tic sh.u~hter of the previous year 
or 24.5 million pounds-10 percent of 
1978 domestic slaughter-whichever is 
smaller. In order to assure constant sup
ply, the total amount of imported lamb 
may not be more than one-twelfth of 
the yearly quota per calendar month. The 
bill also authorizes the Secretary of the 
Treasury to provide for the labeling of 
all imported lamb meat, to the best ex
tent possible.• 

By Mr. DOLE: 
S. 1777. A bill to amend title 10, United 

States Code, to authorize reserve enlisted 
members of the Army and the Air Force 
to retire with 20 years of service; to the 
Committee on Armed Services. 
EQUITABLE MILITARY RETIREMENT PROVISIONS 

• Mr. DOLE. Mr. President, today I am 
introducing a bill which would serve to 
correct an inequity in the military retire
ment svstem, as appears in the United 
States Code. title 10. My bill would allow 
Reserve enlisted members of the Air 
Force and the Armv to retire with an 
immediate retirement annuity upon com
pletion of 20 years of active dutv service. 
This bill was introduced in the House of 
Representatives in the 9!ith Congress and 
was pasc;ed overwhelmingly. Unfortu
nately, however, the bill was never ad
dressed in the Senate, due to time 
limitations. 

Title 10 of the United St.ates Code 
provides for retirement eligibilitv with an 
immediate annuity after completion of 
20 years of active service for Reg•1Iar and 
Reserve officers of all services. This in
cludes Regular and Reserve enlisted per-

sonnel of the NavY and Marine Corps 
and Regular enlisted personnel of the 
Army and the Air Force. However, Army 
and Air Force Reserve enlisted personnel 
are authorized retirement pay only at 60 
years of age, even though they have com
pleted 20 years of active service. 

A RECENT PROBLEM 

Until recently this did not pose a prob
lem because the majority of Army and 
Air Force enlisted personnel who served 
past their initial enlistment are members 
of the regular component. However, since 
1971 and the coming of the All Volunteer 
Force, both the Army and the Air Force 
have enlisted members with prior service 
and experience to serve a reserve tour for 
the purpose of performing a special re
quirement, such as a recruiting position. 
Many of these individuals had served in 
World War II and;or Korea, had accu
mulated considerable active duty service, 
14 to 16 years, and, in many cases, were 
highly decorated. These individuals were 
not recalled to active duty in the regular 
component because the Reserve terms 
were generally shorter and because their 
specific skills were not needed, at the 
time, by the Air Force or the Army on a 
long-term basis. However, as the Reserve 
recruiting shortages worsened, many 
were asked to extend their original tours. 

In reviewing the history, it appears 
that the Army and the Air Force Reserve 
enlisted personnel were not singled out 
for exclusion of these retirement provi
sions. Rather, this inequity came about 
because circumstances for bringing en
listed members on active duty for ex
tended periods has changed. Whether 
intentional or not, however, the fact still 
remgins that there exists an ineauitv 
that needs to be addressed and resolved. 
When the conriitions of service are the 
same, there should be similar or com
parable treatment of members with re
gard to their service commitment. I do 
not see how anv of my colleagues could 
dispute this point. It is especially im
portant in today's volunteer environment 
that members perceive they are entitled 
to similar and equitable treatment. 

With this in mind, I am requesting, 
through this bill, that enlisted members 
of the Army and the Air Force who 
served on active duty for at least 20 years 
of service be afforded the same treatment 
and benefits as their counterparts in the 
other branches of the Armed Forces. 
While this may not seem like a very 
crucial issue to some, to those whom this 
inequity directly affects, it is, under
standably, a crucial point. My bill would 
address this unequal situation by re
moving specific reference to "regular" 
enlisted member in the sections of law 
authorizing retirement benefits. I call 
upon my colleagues in the Senate to ad
dress this inequity and vote for passage 
of this bill. 

Mr. President, I ask unanimous con
sent that the text of this bill be printed 
in the RECORD. 

There being no objection, the bill was 
ordered to be printed in the RECORD, as 
follows: 

s. 1777 
Be it enacted by the Senate and House 

of Representatives of the United States of 

America in Congress assembled, That (a) sec
tion 3914 of t1tle 10, United States Code, is 
amended to read as follows: 
" § 3914. Twenty to thirty years: enlisted 

members. 
"Under regulations to be prescribed by 

the Secretary of the Army, an enlisted mem
ber of the Army who has at least 20, but 
less than 30, years of service computed un
der section 3925 of this title may, upon 
his request, be retired. A regular enlisted 
member then becomes a Reserve of the 
Army. A member retired under this section 
shall perform such active duty as may be 
prescribed under law, until his service ccm
puted under section 3925 of this title plus 
his inactive service as a Reserve of the 
Army equals 30 years." 

(b) Section 3925 of title 10, United States 
Code, relating to the computation of years 
of service of enlisted members of the Army 
in determining eligibility for voluntary re
tirement, is amended-

( 1) by striking out "a regular" in sub
section (a ) and inserting in lieu thereof 
"an", and 

(2) by striking out "regular" in the sec
tion heading. 

(c) The items relating to sections 3914 and 
3925 in the table of sections at the beginning 
of chapter 3137 of title 10, United States Code, 
are amended by striking out "regular". 

SEc. 2. (a) Section 8914 of title 10, United 
States Code, is amended to read as follows: 
"§ 8914 . Twenty to thirty years: enlisted 

members. 
"Under regulations to be prescribed by the 

Secretary of the Air Force, an enlisted mem
ber of the Air Force who has at least 20, 
but less than 30, years of service computed 
under sect ion 8925 of this title may, upon 
his request, be retired. A regular enlisted 
member then becomes a Reserve of the Air 
Force. A member retired under this section 
shall perform such active duty as may be 
prescribed under law, until his service com
puted under section 8925 of this title , plus 
his inactive service as a Reserve of the Air 
Force , equals 30 years." 

(b) Section 8925 of title 10, United States 
Code, relating to the computation of years o! 
service of enlisted members of the Air Force 
in determining eligibility for voluntary re
tirement, is amended-

( 1) by striking out "a regular" in sub
section (a) and inserting in lieu thereof 
"an"; and 

(2 ) by striking out "regular" in the sec
tion heading. 

(c) The items relating to section 8914 and 
8925 in the table of sections at the begin
ning of chapter 867 of title 10, United States 
Code, are amended by striking out "regular". 

SEc. 3. The amendments made by this Act 
shall apply with respect to retired pay pay
able for months beainning after Sentember 
30, 1979, or the date o! the enactment o! 
this Act, whichever is later.e 

Bv Mr. BENTSEN: 
S. 1778. A bill to limit State severance 

taxes on energv resources produced from 
cert101,in Federal lands; to the Committee 
on Energv and Natural Resources. 
e Mr. BE"'lTSEN. Mr. President, the 
United St.ates owns the world's richest 
deno<:its of coal. even richer than the pe
troleum resourres of Saudi Arabia and 
the entire Middle East. Yet despite our 
abundant coal resources . each year our 
Nation slides deeper and dP.eoer into a 
state of deoendence on unreliable energy 
supplies. Coal production has been stag
n<~t.orl bv a. nw=1cnnire of obstructive State, 
Feder::~!. anrl lor.Rl laws and remlations. 
Counterproductive Government rules 
have made coal more difficult to burn 
and more expensive to produce, pur-
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chase, and transport. We have reached 
the ridiculous situation where it is more 
convenient and less expensive for utili
ties in Texas and Florida to purchase im
ported coal from Poland and Australia. 

Much of our Nation's coal reserves, ap
proximately 60 percent, are located on 
land owned by the Federal Government. 
Yet, the use of coal from these public 
lands has been constrained in recent 
years by a trend in some States to im
pose extreme and unjustifiable severance 
taxes on coal extraction. The State of 
Montanar-which accounts for one-quar
ter of our national coal deposits-has in
creased its coal severance tax to a phe
nomenal 30 percent. Another State, Wyo
ming, has imposed a 17-percent sever
ance tax on Federal coal. Tax rates such 
as these on coal production from Fed
eral lands amount to little more than un
abashed exploitation of national re
sources and the American energy con
sumer. Unless we act now to impose Fed
eral limitation on energy severance 
taxes it is likely that other States will 
·give ~ay to the temptation to follow in 
the path of Montana and Wyoming. 

I have no quarrel with the concept of 
State severance taxes on mineral extrac
tion, so long as the taxes are equitable 
and impose no unreasonable burden on 
consumers in other States. The industrial 
operations associated with mineral ex
traction can place significant demands 
on State and local services. Severance 
taxes are an important source of reve
nues to help compensate a State for the 
strains placed on its infrastructure. 

However, t,he outrageous taxes in Mon
tana and Wyoming have no realistic con
nection to the costs of services they pro
vide. In fact, these States already receive 
significant assistance from the Federal 
Government to compensate them for the 
economic impact of coal mining on pub
lic lands. Under the Mineral Leasing Act 
as amended, 50 t:ercent of all Federal 
royalties from coal are rebated directly 
to the States as impact assistance. An 
additional 40 percent of these royalties 
are placed in a reclamation fund which 
is used p~imarily to support water proj
ects in Western States. Finally, State 
governments receive financial assistance 
under title VI of the Fuel Use Act of 1978 
to ease the impact of mining activities. 

Clearly something must be done to put 
an end to what I believe is flagrant abuse 
by some States of taxes on Federal min
eral production. Today I am introducing 
legislation which will establish a ceiling 
rate of 12.5 percent on State severance 
taxation of energy resources produced 
from Federal leases and from leases lo
cated on Indian lands. 

States could exceed the ceiling rate 
only if they demonstrate that higher tax 
levels are "fairly related" to the costs of 
services they provide in connection with 
the extraction of these minerals from 
Federal lands. In this way, States would 
still be permitted to defray the costs of 
infrastructure and services they provide 
to suoport mining activities, without 
garnering excessive revenues at consum
ers' expense. 

Texas has already accented such a lim
itation on severance taxes on natural gas 

sold out of State. Furthermore, the pro
posed windfall tax will impose future re
straints on crude oil severance taxes. 

These energy resources-coal, oil, nat
ural gas, and oil shale-are a national 
treasure belonging to all the American 
people. We must not have a domestic 
OPEC. This legislation will guarantee 
the future availability of essential en
ergy sources free of confiscatory and un
justifiable taxes. Furthermore, it will 
help pave the way for greater domestic 
coal production and reduce reliance on 
petroleum imports.• 

ADDITIONAL COSPONSORS 
s. 76 

At the request of Mr. STONE, the Sena
tor from Tennessee <Mr. SASSER) and the 
Senator from Nebraska <Mr. ZoRINSKY) 
were added as cosponsors of S. 76, a bill 
to amend title XVII of the Social Secu
rity Act to authorize payment under 
medicare for certain services performed 
by chiropractors. 

s. 79 

At the reauest of Mr. HELMS, the Sena
tor from Kansas <Mr. DoLE) and the 
Senator from North Carolina <Mr. MoR
GAN) were added as cosponsors of S. 79, 
a bill to amend the Internal Revenue 
Code of 1954 to reinstate the nonbusiness 
deduction for State and local taxes on 
gasoline and other motor fuels. 

s. 219 

At the request of Mr. PACKWOOD, the 
Senator from Texas <Mr. TOWER) was 
added as a cosponsor of S. 219, a bill to 
amend the Internal Revenue Code of 
1954 to allow the :haritable deduction to 
taxpayers whether or not they itemize 
their personal deductions. 

s . 506 

At the request of Mr. BAYH, the Sena
tor from Massachusetts <Mr. KENNEDY) 
was added as a cosponsor of S. 506, the 
Fair Housing amendments. 

s. 565 

At the request of Mr. INOUYE, the 
Senator from Utah <Mr. GARN) was 
added as a cosponsor of S. 656, a bill to 
amend titles XVIII and XIX of the So
cial Security Act to provide for inclu
sion of services rendered by a certified 
nurse-midwife under the medicare and 
medicaid programs. 

s. 959 

At the request of Mr. JACKSON, the 
Senator from Mississippi <Mr. CocH
RAN) was added as a cosponsor of S. 959, 
a bill to amend section 6(e) (2) of the 
Land and Water Conservation Fund Act 
of 1965, as amended. 

s. 1200 

At the request of Mr. BAYH, the Sen
ator from South Carolina <Mr. THuR
MOND) was added as a cosponsor of S. 
1200, the Alcohol Fuels Regulatory 
Simplification Act. 

s. 1215 

At the request of Mr. SCHMITT, the 
Senator from Tennessee <Mr. BAKER) 
was added as a cosponsor of S. 1215, the 
Science and Technology Research and 
Development Utilization Policy Act. 

s. 1383 

At the request of Mr. MELCHER, the 
Senator from Florida <Mr. STONE) and 
the Senator from Montana <Mr. BAucus) 
were added as cosponsors of S. 1383, the 
Fuel Energy Conservation Act of 1979. 

s. 1433 

At the request of Mr. PACKWOOD, the 
Senator from Wyoming <Mr. SIMPSON) 
was added as a cosponsor of S. 1433, a bill 
to improve the safety certification pro
cedure used by the Federal Aviation Ad
ministration for passenger airplanes. 

s. 1553 

At the request of Mr. EAGLETON, the 
Senator from Michigan <Mr. LEVIN) and 
the Senator from New York (Mr. MOYNI
HAN) were added as cosponsors of S. 1553, 
the Urban Grant University Act of 1980. 

s. 1630 

At the request of Mr. INOUYE, the Sen
ator from Texas <Mr. TowER), the Sena
tor from Connecticut <Mr. WEICKER), 
and the Senator from Nevada <Mr. CAN
NON) were added as cosponsors of S. 1630, 
a bill to amend the Internal Revenue 
Code of 1954 to provide for the desig
nation of income tax payments to the 
United States Olympic Development 
Fund. 

s. 1647 

At the request of Mr. INOUYE, the 
Senator form Montana <Mr. MELCHER), 
the Senator from Alaska (Mr. GRAVEL), 
the Senator from Arizona <Mr. GoLD
WATER), and the Senator from Wash
ington <Mr. JAcKsoN) were added as co
sponsors of S. 1647, a bill to establish a 
commission to gather facts to determine 
whether any wrong was committed 
against those American citizens and 
permanent resident aliens affected by 
Executive Order 9066, and for other pur-
poses. 

s. 1680 

At the request of Mr. HATCH, the Sen
ator from New Hampshire <Mr. HuM
PHREY) was added as a cosponsor of S. 
1680, the Western Lands Distribution 
and Regional Equalization Act of 1979. 

s. 1725 

At the request of Mr. NELSON, the Sen
ator from Vermont <Mr. STAFFORD), the 
Senator from Montana (Mr. MELCHER), 
and the Senator from New Hampshire 
(Mr. DuRKIN) were added as cosponsors 
of S. 1725, a bill to amend the Economic 
Opportunity Act to establish a compre
hensive energy conservation services 
program designed to enable low-income 
and near-poor individuals and families 
to participate in energy assistance pro
grams. 

SENATE JOlNT RESOLUTION 12 

At the request of Mr. HELMS, the Sen
ator from New Hampshire (Mr. HuM
PHREY) was added as a cosponsor of Sen
ate Joint Resolution 12, proposing an 
amendment to the Constitution to pro
tect the right to life. 

SENATE JOINT RESOLUTION 97 

At the request of Mr. DANFORTH, the 
Senator from Tennessee (Mr. SASSER) 
was added as a cosponsor of Senate Joint 
Resolution 97, designating April 13 
through April 19 as "Days of Remem
brance of Victims of the Holocaust." 
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AMENDMENT NO. 212 

At the request of Mr. ScHMITT, the 
Senator from New Mexico <Mr. DoMEN
ICI) and the Senator from Delaware 
<Mr. RoTH) were added as cosr. onsors 
of amendment No. 212 intended to be 
proposed to S. 1020, the Federal Trade 
Commission Authorization bill. 

SENATE RESOLUTION 238-0RIG
INAL RESOLUTION REPORTED 
AUTHORIZING ADDITIONAL EX
PENDITURES BY THE COMMITTEE 
ON RULES AND ADMINISTRATION 

Mr. PELL, from the Committee on 
Rules and Administration, reported the 
following original resolution: 

S. RES. 238 
Resolved, That the Committee on Rules 

and Administration is authorized to expend 
from the contingent fund of the Senate, 
during the Ninety-sixth Congress, $50,000 
in addition to the amount, and for the same 
purposes, specified in section 134(a) of the 
Legislative Reorganization Act of 1946. 

SENATE RESOLUTION 239-0RIGI
NAL RESOLUTION REPORTED TO 
PAY A GRATUITY 

Mr. PELL, from the Committee on 
Rules and Administration, reported the 
following original resolution: 

s. RES. 239 
Resolved, That the Secretary of the Sen

ate hereby is authorized and directed to 
pay, from the contingent fund of the Sen
ate, to Mollie P. Livingston, mother of 
Robert L. Livingston, an employee of the 
Senate at the time of his death, a sum 
equal to two months' compensation at the 
rate he was receiving by law at the time of 
his death, said sum to be considered in
clusive of funeral expenses and all other 
allowances. 

SENATE RESOLUTION 240-0RIGI
NAL RESOLUTION REPORTED 
WAIVING CONGRESSIONAL BUDG
ET ACT 

Mr. HART, from the Committee on 
Armed Servjces. reported the fol.Jowing 
original resolution, which was referred 
to the Committee on the Budget: 

S. REs. 240 
Resolved, that pursuant to section 402(c) 

of the Congressional Budget Act of 1974, the 
provisions of section 402 (a) of such Act are 
waived with respect to the consideration of 
H.R. 3354, a bill to authorize appropriations 
for fiscal year 1980 for the Department of 
Energy for the conservation, exploration, 
develoument, and use of the naval petroleum 
and oil shale reserves. 

Such a waiver is necessary becau~e sec
tion 402 (a) of the Congressional Budget Act 
of 1974 provides that it shall not be in order 
in either the House of Representatives or 
the Senate to consider any bill or resolution 
which, directly or indirectly, authorizes the 
enactment of new budget authority for a 
fiscal year, unless that bill or resolution is 
reported in the House or the Senate, as the 
case may be, on or before Yay 15 preceding 
the beginning of such fiscal year. 

It was impossible for the Committee on 
Armed Services to properly review and give 
adequate consideration to H .R. 3354 before 
the May 15, 1979, deadline due to the press 
o! other priority legislation, namely S . 428 
. the annual military procurement authoriza-

tion bill ; and S . 1319 the military construc
tion authorization bill . 

For the foregoing reasons , pursuant to sec
tion 402 (c) of the Congressional Budget Act 
of 1974, the provisions of section 402 (a) of 
such Act are waived with respect to H.R. 3354 
as reported by the Committee on Armed 
Services. 

NOTICES OF HEARINGS 
SUBCOMMITTEE ON ENERGY REGULATION 

e Mr. JOHNSTON. Mr. President, the 
Subcommittee on Energy Regulation of 
the Committee on Energy and Natural 
Resources wishes to announce that the 
date of the hearing previously scheduled 
for Tuesday, October 2, 1979 on S. 1684, 
the Domestic Refinery Development and 
Improvement Act of 1979, has been 
changed to Monday, October 15, 1979, 
to commence at 9 :30 a.m., in room 3110 
of the Dirksen Senate Office Building. 

Questions about these hearings should 
be directed to Benjamin S. Cooper or 
James T. Bruce of the subcommittee staff 
at 224-9894.• 
SUBCOMMITTEE ON GOVERNMENTAL EFFICIENCY 

AND THE DISTRICT OF COLUMBIA 

e Mr. EAGLETON. Mr. President, the 
Subcommittee on Governmental Effi
ciency and the District of Columbia will 
hold a hearing on H.R. 3951 and S. 828, 
the Metrorail authorization legislation 
on Friday, September 28, 1979, in room 
3302, Dirksen Senate Office Building, at 
9:30 a.m. It is expected that the hearing 
will continue into the· afternoon. Wit
nesses will include Members of Congress; 
the Department of Transportation; rep
resenta;tives of the affected jurisdictions 
and the Washington Metropolitan Area 
Transit Authority. Any questions about 
the hearing should be directed to Ira 
Shapiro or Peggy Crenshaw of the sub
committee staff at 224-416l.e 

AUTHORITY FOR COMMITTEES 
TO MEET 

COMMITTEE ON RULES AND ADMINISTRATION 

Mr. ROBERT C. BYRD. Mr. President, 
I ask unanimous consent that the Com
mittee on Rules and Administration be 
authorized to meet during the session of 
the Senate today to consider regulations 
pursuant to Senate Resolution 170 re
garding documentation of Senators' of
fice account expenditures. 

The PRESIDING OFFICER. Without 
objection, it is so ordered. 

COMMITTEE ON ENERGY AND NATURAL 
RESOURCES 

Mr. ROBERT C. BYRD. Mr. President, 
I ask unanimous consent that the Energy 
and N'atural Resources Committee be au
thorized to meet during the session of the 
Senate today to consider the Energy 
Mobilization Board legislation. 

The PRESIDING OFFICER. Without 
objection, it is so ordered. 

COMMITTEE ON ARMED SERVICES 

Mr. ROBERT C. BYRD. Mr. President, 
I ask unanimous consent that the Com
mittee on Armed Services be authorized 
to meet during the session of the Senate 
today to consider S. 1186, the Defense 
Officer Personnel Management Act. 

The PRESIDING OFFICER. Without 
objection, it is so ordered . 

ADDITIONAL STATEMENTS 

REJECT SALT NOW 

e Mr. GOLDWATER. Mr. President, of 
all the stories that have appeared in the 
daily press on the subject of the SALT 
II treaty, I believe one of the very best 
was one in the Wall Street Journal en
titled "Reject SALT Now." The Journal 
correctly sees SALT as an implement 
which would ratify Soviet gains in cen
tral weapons systems and ratify the vac
illating foreign policy record of the 
Carter administration. 

I ask that the Wall Street Journal 
article be printed in the RECORD. 

The article follows: 
[From the Wall Street Journal, Sept. 11, 

1979] 
REJECT SALT Now 

The discovery of Soviet troops in Cuba. 
suddenly threatens to become the straw that 
breaks the back of the strategic arxns treaty. 
Yet the only surprising thing is that anyone 
should be surprised. Didn't everyone know 
that the Soviet Union is engaged in a world
wide geopolitical offensive under the um
brella of its massive military build-up? And 
isn't it equally clear that the debate over 
whether or not the U.S. will acquiesce to this 
imperial drive? 

As the debate proceeds, both voters and 
and their representatives are gradually 
awakening to the realities of our situation. 
The Cuban issue, and before it the Kissinger
Nunn position of linking support for the 
treaty to defense budget increases, have been 
useful steps in the educational process. As 
debate proceeds further, more people will 
recognize that the strategic arms negotia
tions are not incidental to the tipping mili
tary and political balance, but instrumental 
to it. 

The treaty as it stands would ratify Soviet 
gains in central weapons systems. It would 
also ratify the vacillating foreign policy rec
ord of the Carter administration; after all 
the administration itself bills the treaty as 
the centerpiece of its forei~n policy. Above 
all, the treaty would stand in the way of 
future U.S. efforts to rectify the military 
balance. Rejecting it would be the clearest 
first step toward reversing the recent adverse 
trends. All of this is imulicit in much of the 
recent discussion, and it is time the so-far 
timid critics grasped the nettle and called 
for a clear and unambiguous rejection. 

It is first of all vital to reco!!nize the 
enormity of the Soviet arms drive. As 
Henry S. Rowen details nearby, the Soviets 
are now outsuending us by 45 percent on de
fense, and by 100 nercent in military invPst
ment. This increasing Soviet power is before 
our eyes translating itself into greater bold
ness and greater nolitical inftuence through
out the world . Cuba of course strikes close to 
home, but the threat to the Middle Eastern 
oil lines is even more significant. 

We do of course have the option of ac
cepting a Soviet imperium. It is hard to 
imagine us failing to retain enough power 
to make it inconvenient for them to land 
troops on Long Beach or Long Island. But 
wit h the Soviets already sending muscle 
men around our airports and tapping our 
phone calls, it is not so hard to imagine the 
U.S. evolving into a big Finland: there would 
still be elections, but the Soviets would 
have a practical veto over certain nomi
nees. Our allies would suffer more. The re
sult would be a worldwide erosion, already 
so evident in the plight of the Indochinese 
boat peoule, of those values for which West
ern civilization has stood: the idea of prog
ress, economic growth, personal freedom, in
dividual liberty. 

The other option is to offset the Soviet 
arms drive with a military buildup o! our 
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own. Senator Nunn's proposed 4 percent to 
5 percent real growth in spending, borrowed 
from a politicized Joint Chiefs, is a credit
able start for the next fiscal year. But it 
will not close the gap. A realistic estimate 
would be that we need additional military 
spending of about 1 percent of GNP, moving 
over a few years from the current 5 percent 
to about 6 percent. This would st ill not bring 
us to Soviet spending levels, but it would 
make their ambitions for superiority ex
pensive enough to stress their economic sys
tem. At that point, they might even be
come willing to talk about serious arms 
control. 

It is no accident that the unparalleled 
Soviet military gains coincide with the era 
of arms negotiation. There is of course no 
treaty with a clause saying the U.S. can 
spend only so much on defense and the So
viets can spend 45 percent more. But the 
dynamics of the process-t he attempt to 
reach a treaty more than the ultimate pro
visions-have curtailed American military 
programs There is no more cogent state
ment of this than the melancholy testi
mony of Henry Kissinger reprinted along
side. Note well that Mr. Kissinger concludes 
that on the record the arms control process 
has restrained the U.S. without restraining 
the Soviet Union. 

This result cannot be overcome simply by 
a tougher stance in the future , even if by 
some superhuman effort we could overcome 
the problems that arise when an open politi
cal system negotiates with a closed one. For 
we are left with provisions that limit U.S. 
technologies in ways that make them une~o
nomic to pursue. SALT-I killed the U.S. 
anti-missile prq~ram in precisely this way, 
and SALT-II threatens both the mobile 
ICBM and the cru!se m issile. 

It is said that while the SALT-II provisions 
do not curb the Soviet arms drive, neither 
do they stop anything the Carter adminis
tration wants to build. This is far from 
clear, witness the reprinted remarks from 
Soviet Defense Minister Ustinov; obviously 
the Soviets believe the treat y outlaws the 
administration's MX missile because of pro
fessed difficulties in verifying how many are 
deployed. 

It is said tbat there will be no renewal cf 
the three-year protocol limiting ground and 
sea-launched cruise missiles to ranges of 600 
kilometers-far less than the new Soviet 
SS-20 missile already threatening our Euro
pean allies. Even SALT proponents concede 
these restrictions are so one-sided they can
not be accepted permanently. But at the 
very least, the proto ~ol precedent, like the 
MX verification pro"!llem, creates huge bar
gaining chips for the Soviets. If SALT-III is 
to ignore the protocol precel1ent and ratify 
the MX, what else will we have to give up? 

And if all tris is laid aside, the fact re
mains that the Carter administration's plans 
do not call for a gap-closing effort. Lay 
aside, too, any of the predictable political 
effects on future efforts; in congressional 
budget committees the prospect of SALT-III 
is already being used to ar.:~ue against new 
prozrams. Even if all this is overcome. SALT
II forecloses options that would be of ex
treme interest to any future administration 
interested in closing the ga'.:> . For example, 
it precludes cruic;e missiles based on short 
takeoff-and-landing aircraft as an answer 
to the SS-20 in the European theater . 

The real logic of the Nunn-Kissinger re
quests for more spendinis is pre::isely to 
demonstrate that a gap-closing effort can be 
mounted within the provisions of SALT. It 
is up to the administration to demonstrate 
this by coming up with real programs. So 
far the administration offers nothing except 
an offset to inflation to maintain its ori!Zinal 
plans. This leaves room for a few billion 
in concessions later, and perhaps the ad
ministration can come up with cosmetic con-

cessions on the troops in Cuba. This would 
test whether Va. Kissinger and Senator 
Nunn and Senator Church have the courage 
of their convictions. 

For arms control retains a diffuse popu
larity. In a nuclear era it is in fact an idea 
that cannot be permanently abandoned . But 
witnessing the negotiations over the past 
decade, real arms control can come only in 
a new military and political context, when 
the U.S. has reestablished its determination 
to avoid one-sided agreements. Many of the 
timid critics recognize this, but are unwill
ing to risk the unpopularity of saying so. So 
they say that we may have to cut off the 
current SALT talks, but never today, always 
tomorrow. 

Mr. Kissinger , for example, wants the Sen
ate to review Soviet behavior to see whether 
the negotiations need to be stopped. But 
in the past few years , Soviet-backed Marxist 
governments have taken over seven nations. 
How many would Mr. Kissinger allow before 
acting? Eight? Ten? Twenty? 

Similarly, former UN Ambassador Moyni
han , who obviously understands the dynam
ics, want to stop SALT if the Soviets dem
onstrate they are not interested in real re
ductions. They have already , repeatedly and 
brutally, demonstrated that they are inter
ested in no such thing. 

Similarly again with the protocol. The 
only way we can avoid its renewal is simply 
to refuse , to scuttle the talks. If that is to 
be the ultimate outcome three years hence, 
why wait? 

In fact , there will never be an easier time 
than now. With the Carter administration's 
clear record on foreign policy, and with a 
new election pending, there will never be an 
easier time to signal the need for change. 
With the Soviets so clearly on the march, 
there will never be an easier time to demon
strate linkage. With the treaty ratifying the 
Soviet building plans, there will never be an 
easier time to send the message that arms 
control means reductions. With the treaty 
not yet ratified, there will never be an easier 
time to insure that the protocol provisions 
do not become permanent. 

There will never be an easier time to start 
a real national debate on meeting the Soviet 
challenge , perhaps to put arms control on a 
more solid future footing , and certainly to 
insure that we are not bullied and intimi
dated for the rest of this generation. This 
requires a sustained effort, and cannot be 
done with one stroke, but has to start some
time. The clearest, most meaningful ·and 
most essential starting place is the Strategic 
Arms Treaty. Between the clear opponents 
and the timid critics there are more than 
enough votes to reject the treaty and do it 
now; the Senators need only summon the 
courage to draw the obvious conclusion of 
their logic.e 

NEW NUCl·EAR PLANTS 
PASS VOTER TEST IN 
MOUNTAIN STATES 

WOULD 
ROCKY 

e Mr. GOLDWATER. Mr. President, the 
fastest growing industrial section of the 
whole United States, namely, the Far 
West and Southwest, realize that without 
nuclear power there can be no further 
advancement in that part of our coun
try. I am very happy to see the results 
of a poll taken by a verv reputable or
ganization, the Rocky Mountain poll, 
which shows the feelings for and against 
in the States of which I am speaking, 
the West where the country is re3llY 
growing. I would hope that the example 
of the West and, mind you, we enjoy 
living as much as anyone else, might 
serve well to the rest of the country as 
they are faced with the question of 

whether they are going to have new 
electrical sources or just forget about 
the whole thing and go back to the days 
of the horse and buggy, steam and no ad
vancement. I ask that the particular part 
of the poll which pertains to the eight 
Rocky Mountain States be printed in the 
RECORD. 

The excerpt follows: 
NEW NUCLEAR PLANTS WOULD PASS VOTER 

TEST IN ROCKY MOUNTAIN STATES 

(EDiroRs NoTE.]-This Rocky Mountain 
Poll (79 III) is based on 1012 telephone inter
views conducted with adult heads of house
hold in the eight Rocky Mountain states. 
Inteviewing was completed in mid-July. The 
margin of error for this simple random sam
ple is estimated to be 3.14 per cent at a 
.95 confidence interval. For information, con
tact : Earl de Berge, (602) 258-4554.] 

Had residents in the eight Reeky Moun
tain states voted in July on whether or not 
to permit construction of a new nuclear 
power plant in their state, a majority in 
each state would have voted to allow con
struction to proceed. "In some states such as 
Arizona, Idaho, Utah and Wyoming, the vote 
would have been lopsided in favor of con
struction," observed Earl de Berge, Research 
Director for the Behavior Research Center, 
which conducts the independent and non
partisan Rocky Mountain Poll. "On the other 
hand, a more closely divided public was 
found in Colorado, Montana, Nevada and 
New Mexico," he said. 

"I! a new nuclear power plant were pro
posed for your state , would you vote for or 
against allowing construction to begin?" 

In percent) 

Ratio of 
"For" to 

For Aaainst "Aaainst" 

Region _____ ____ ._. __ 57 29 1.9 
Arizona __ _____________ ___ 59 27 2.2 Colorado ____________ ___ __ 54 31 1.7 
Idaho __ - --------- - ----- - 68 21 3.2 
Missouri__ _______ _______ • 55 38 1.4 Nevada _____ ____________ _ 54 39 1.3 
New Mexico _____ _________ 53 36 1.5 Utah ______ ______ ________ 55 19 2.8 
Wyomina ___ - ------- -- ___ 61 26 2. 3 

In a related question-whether or not the 
Three MUe Island Nuclear Plant accident 2s 
an adequate or inadequate justification !or 
shutting down all nuclear plants ln the 
United States, opinion ln the region remains 
basically unchanged since April. Thus, 72 per 
cent said the accident is inadeauate justifi
cation while 20 per cent perceive it as an ade
quate justification. 

"Is the accident adequate or inadequate 
justification !or closing down all nuclear 
plants in the United States?" 

[In percent) 

Adequate _·---·- __ • ____ _____ _ 
Inadequate ___ ______ ·- ______ _ 
Not sure __ ________ __________ _ 

July 1979 

20 
72 
8 

PROPOSED ARMS SALES 

Aprill979 

16 
77 
7 

• 
Mr. CHURCH. Mr. President, section 

36<b) of the Anns Export Control Act 
req.uires that Congress receive. advance 
notification of proposed arms sales un
der that act in excess of $25 million or, 
in the case of major defense equipment 
as defined in the act, those in excess of $7 
million. Upon such notification, the Con
gress has 30 calendar days during which 
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the sale may be prohibited by means 
of a concurrent resolution. The provi
sion stipulated that, in the Senate, the 
notification of proposed sales shall be 
sent to the chairman of the Foreign Re
lations Committee. 

In keeping with my intention to see 
that such information is immediately 
available to the !full Senate, I ask to have 
printed in the REcORD at this poi.nt the 
eight notifications I have just received. 
A portion of one notification, which is 
classified information, has been deleted 
for publication, but is available to Sen
ators in the office of the Foreign Rela
tions Committee, Room S-116 in the 
Capitol. 

The material follows: 
DEFENSE SECURITY ASSISTANCE AGENCY, 

Washington, D.C., September 6, 1979 . 
In reply refer to: I-6071/ 79ct. 
Hon. FRANK CHURCH, 
Chairman. Committee on Foreign Relations, 

u.s. Senate, Washington, D.C. 
DEAR MR. CHAIRMAN : Pursuant to the re

porting requirements of Section 36{b) of the 
Arms Export Control Act, we are forwarding 
herewith Transmittal No. 79-64, concerning 
the Department of the Air Force's proposed 
Letter of Offer to Israel for defenFe 11rticles 
and services estimated to cost $29 .2 million. 
Shortly after this letter is delivered to your 
office, we plan to notify the news media. 

Sincerely, 
ERNEST GRAVES, 

Lieutenant General, USA, Director. 
Attachments. 

TRANSMITTAL No. 79-64 
Notice of proposed issuance of letter of 

offer pursuant to fection 36(b) of the Arms 
Export Control Act . 

(i) Pros)ective purchaser: Israel. 
{11) Total estimated value Major Defense 

Equipment •, $28.2 million; Other, $1.0 mil
lion; Total, $29.2 million. 

(iii) Description of articles or services of
fered: Six hundred (600) MAVERICK mis
siles with support equipment. 

(iv) Military Department: Air Force 
(AFK). 

(v) Sales commission, fee , etc. paid, offered 
or agreed to be paid: None. 

(vi) Date report delivered to Congress : 
September 6, 1979. 

DEFENSE SECURITY ASSISTANCE AGENCY, 
Washington, D.C., September 6, 1979. 

In reply refer to: 
I-7477/79. 
Hon. FRANK CHURCH, 
Chairman, Committee on Foreign Relations, 

U.S. Senate, Washington, D.C. 
DEAR MR. CHAIRMAN: Pursuant to the re

porting requirements of Section 36 (b) of the 
Arms Export Control Act, we are forward
ing under separate cover Transmittal No. 
79-67, concerning the Department of the 
Navy's proposed Letter of Offer to the United 
Kingdom for defense articles and services 
estimated to cost $70.0 million. 

Sincerely, 
ERNEST GRAVES, 

Lieutenant General, USA, DirectCYr. 
Separate cover: Transmittal No. 79-67, Pol

icy Justification. 

TRANSMITTAL No. 79-67 
Notice of proposed issuance of letter o! 

• As included in the U.S. Munitions List, a 
pm of the International Traffic in Arms 
Regulations {ITAR). 

offer pursuant to section 36(b) of the Arms 
Export Control Act. 

(i) Prospective purchaser: United King
dom. 

(ii) Total estimated value: Major Defense 
Equipment•, $0.0; Other, $70.0 million; Total, 
$70.0 million. 

(iii) Description of articles or services 
offered : [Deleted]. 

(iv) :Military Department: Navy (LBF). 
(v) Sales commission, fee , etc. paid, offered 

or agreed to be paid: None. 
(vi) Date report delivered to Congress: 

September 6, 1979. 

DEFENSE SECURITY ASSISTANCE AGENCY, 
Washington, D.C., September 6, 1979. 

:rn reply refer to: I-4833/ 79ct. 
Hon. FRANK CHURCH, 
Chairman, Committee on Foreign Relations, 

U .S. Senate, Washington, D.C. 
DEAR MR. CHAIRMAN: Pursuant to the re

porting requirements of Section 36(b) of the 
Arms Export Control Act, we are forwarding 
herewith Transmittal No. 79-68, concerning 
the Department of the Army's proposed Let
ter of Offer to Kuwait for defense articles 
and services estimated to cost $96.2 million. 
Shortly after this letter is delivered to your 
office, we plan to notify the news media. 

Sincerely, 
ERNEST GRAVES, 

Lieutenant General, USA, Director. 

TRANSMITTAL No. 79-68 
Notice of proposed issuance of letter of 

offer pursuant to section 36(b) of the Arms 
Export Control Act. 

(i) Prospective purchaser: Kuwait. 
(11) Total estimated value: Major Defense 

Equipment• , $4.5 million; other, $91.7 mil
lion; total, $96.2 million. 

(iii) Description of articles or services 
offered: Thirty two (32) Improved Hawk air 
defense missiles; containers, and telemetry 
kits; AN/ TPB-32 Missile Mmder radar modi
fication kits, and spare parts, related support 
equipment, and program management, train
ing, and technical assistance for two years. 

(iv) Military department: Army {UFG, 
UFH). 

(v) Sales commission, fee, etc. paid, offered 
or agreed to be paid: None. 

(vi) Date report delivered to Congress: 
September 6, 1979. 

DEFENSE SECURITY ASSISTANCE AGENCY, 
Washington, D .C., September 6,1979. 

In reply refer to: I-4853/ 79ct. 
Hon. FRANK CHURCH, 
Chairman, Committee on Foreign Relations, 

U.S. Senate, Washington, D .C . 
DEAR MR. CHAIRMAN: Pursuant to the re

porting requirements of Section 36(b) of the 
Arms Export Control Act, we are forwarding 
herewith Transmittal No. 79-69, concerning 
the Department of the Army's proposed 
Letter of Offer to Spain for defense articles 
and services estimated to cost $33.7 million. 
Shortly after this letter is delivered to your 
office, we plan to notify the news media. 

Sincerely, 
ERNEST GRAVES, 

Lieutenant General, USA, Director. 
A.ttachmen ts. 

TRANSMITTAL No. 79-69 
Notice of proposed issuance of letter of 

offer pursuant to section 36{b) of the Arms 
Export Control Act. 

(i) Prospective purchaser: Spain. 
(il) Total estimated value: Major Defense 

Equipment, • $32.6 m1llion; Other, $1.1 mil
lion; Total, $33.7 million. 

(iii) Description of articles or services of
fered: Two hundred four {204) M113A2 

armored personnel carriers (eight equipped 
as field ambulances), thirty six (36) M125A2 
mortar carriers, and eight (8) M577A2 com
~nand post carriers. 

(iv) M111tary department: Army (VAY). 
(V) Sales commission, fee, etc. paid, offered 

or agreed to be paid: None. 
(vi) Date report delivered to Congress: 

September 6, 1979. 

DEFENSE SECURITY ASSISTANCE AGENCY, 
Washington, D.C., Sept. 6, 1979. 

In reply refer to: I-5945/ 79ct. 
Hon. FRANK CHURCH, 
Chairman, Committee on Foreign Relations, 

U .S. Sernate, Washington, D.C. 
DEAR MR. CHAIRMAN: Pursuant to the re

porting requirements of Section 36{b) of the 
Arms Export Control Act, we are forwarding 
herewith Transmittal No. 79-70, concerning 
the Department of the Army's proposed 
Letter of Offer to Lebanon for defense arti
cles and services estimated to cost $13.9 mil
lion. Shortly after this letter is delivered to 
your office, we plan to notify the news media. 

Sincerely, 
ERNEST GRAVES, 

Lieutenant General, USA, Director. 
Attachments. 

TRANSMITTAL No. 79-70 
Notice of proposed issuance of letter o! 

offer pursuant to section 36(b) of the Arms 
Export Control Act. 

(i) Prospective purchaser: Lebanon. 
(11) Total estimated value: Major Defense 

Equipment•, $13.5 m1llion; Other, $0.4 mil
lion; Total, $13.9 m1llion. 

(iii) Description of articles or services of
fered: Sixty-nine (69) M113A2 armored per
sonnel carriers, twenty-seven (27) M125A2 
mortar carriers, and eight (8) M577A2 com
~nand post carriers. 

(iv) Military Department: Army (UNA). 
(v) Sales commission, fee, etc. paid, of

fered or agreed to be paid: None. 
(vi) Date report delivered to Congress: 

September 6, 1979. 

DEFENSE SECURITY ASSISTANCE AGENCY, 
Washington, D.C., September 6, 1979. 

In reply refer to I-5970/ 79 ct. 
Hon. FRANK CHURCH, 
Chairman, Committee on Foreign Relations, 

U.S. Senate, Washington, D.C. 
DEAR MR. CHAIRMAN : Pursuant to the re

porting requirements of Section 36(b) of 
the Arms Export Control Act, we are for
warding herewith Transmittal No. 79-71, 
concerning the Department of the Army's 
proposed Letter of Offer to Malaysia for de
fense articles and services estimated to cost 
$8.3 million. Shortly after this letter is de
livered to your office, we plan to notify the 
news media. -

Sincerely, 
ERNEST GRAVES, 

Lieutenant Gene;al, USA, Director. 
Attachments. 

TRANSMITTAL No. 79-71 
Notice of proposed issuance of letter of 

offer pursuant to section 36(b) of the Arms 
Export Control Act. 

(i) Prospective purchaser: Malaysia. 
(ii) Total estimated value: Major Defense 

Equipment,• $7.3 million; Other, 1.0 million; 
Total, $8.3 million. 

(iii) Description of articles or services of
fered: One Inlllion, three hundred thirty
four thousand, eight hundred eighty (1,-
334,880) rounds of 40mm high explosive am-
munition. -
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(iv) MiUtary department: Army (UGR). 
(v) Sales commission, fee, etc. paid, of

fered or agreed to be paid: None. 
(vi ) Date report delivered to Congress: 

September 6, 1979. 

DEFENSE SECURITY ASSISTANCE AGENCY, 
Washington, D .C ., September 6, 1979. 

In reply refer to: I-5987 ;79ct. 
Han . FRANK CHURCH, 
Chairman, Committee on Foreign Relations, 

U.S. Senate, Washington, D.C. 
DEAR MR. CHAmMAN: Pursuant to the re

porting requirements of Section 36 (b ) of the 
Arms Export Control Act, we are forwarding 
herewith Transmittal No. 79-72, concerninf' 
the Department o! the Army's proposed 
Letter of Offer to Saudi Arabia for defense 
articles and services estimated to cost $44.3 
m11Uon. Shortly after this letter is delivered 
to your office, we plan to notify the news 
media. 

Sincerely, 
ERNEST QRA VES, 

Lieutenant General, USA, Director. 
Att achments. 

TRANSMITTAL NO. 79-72 
Not ice of proposed issuance of letter of 

offer pursuant to section 36(b) of the Arms 
Control Act . 

(i ) Prospective Purchaser: Saudi Arabia. 
(11 ) Total Estimated Value : Major Defen se 

Equipment,• $21.1 million; other, t23 .2 mil
lion ; total, $44.3 million. 

(iii ) Description of Articles or Services 
Offered : One hundred seventy-two (172 ) 
Dragon anti-tank trackers, four thousand 
two hundred ninety-two (4,292 ) Dragon 
a nti-tank missiles , and related training and 
maintenance equipment. 

(iv) Military Department : Army (VAA). 
(v ) Sales Commission, Fee, etc. Paid , Of

fered or Agreed to be Paid: None. 
(vi) Date Report Delivered to Congress : 

September 6, 1979. 

DEFENSE SECURITY AsSISTANCE AGENCY, 
Washington, D .C., September 6, 1979. 

In reply refer to: I-4622/ 79ct. 
Han. FRANK CHuR::H, 
Chairman, Committee on Foreign Relations, 

U .S. Senate, Washington, D .C. 
DEAR MR. CHAIRMAN: Pursuant to the re

porting requirements of Section 36 (b) of the 
Arms Export Control Act, we arc forwardin g 
herewith Transmittal No. 79-75, concerning 
the Department of the Navy's proposed Let
ter of Offer to Israel for defense articles and 
services estimated to cost $40.0 million. 
Shortly after this letter is delivered to your 
office, we plan to notify the news media. 

Sincerely, 
ERNEST GRAVES, 

Lieutenant General, USA, Director. 
Attachments. 

TRANSMITI'AL No. 79-75 
Notice of proposed issuance of letter of 

offer pursuant to section 36 (b) of the Arms 
Export Control Act. 

(i ) Prospective purchaser: Israel. 
(11 ) Total estimated value: Major Defense 

Equipment, • $36.0 million; Other, 4.0 mil
lion; Total, $40.0 milllon. 

(111) Description of articles or services of
fered: Six ht'ndred (600) SIDEWINDER 
(AIM-9L) missiles with support equipment 
and services. 

(iv) Military department: Navy (AMM). 
(v) Sales commissio""l, fee, etc. paid, of

fered or agreed to be paid: None. 

• As included in the U.S . Munitions I.·ist . a 
part of the Jnternational Traffic in Arms 
Regulations (!TAR). 

(vi) Date report delivered to Congress: 
September 6, 1979. 

THE .MEXICO CONNECTION 
e Mr. DECONCINI. Mr. President, as my 
colleagues know, I am keenly interested 
in the many problems associated with 
illicit narcotics in the United States. My 
own experiences as a prosecutor suggest 
that narcotics provides a major <if not 
the major) source of revenue for orga
nized crime. My experience further sug
gests th3.t we are becoming complacent 
about both the narcotics problem and the 
organized crime problem. I strongly be
lieve that this is the major social issue 
facing the American people. But before 
we can take effective action, we need an 
educated public; a public that under
stands the menace. 

In that respect, I would like to pay 
tribute to an exceptional piece of re
porting in the Arizona Republic. On 
July 22, they ran an indepth analysis of 
the drug problem with respect to Mexico 
and the United States entitled, "The 
Mexico Connection." Because the article 
is so excellent and so comprehensive, I 
believe it should be shared with my col
leagues and with other persons interested 
in this problem. Therefore, I ask, Mr. 
President, that it be printed in the 
RECORD. 

The article follows: 
MEXICO CONNECTION Is MAJOR SUPPLY ROUTE 

FOR HEROIN TRAFFIC COMING INTO UNITED 
STATES 
Mexico's major export to the United States 

is a deadly brown powder called heroin. 
It is in demand in every state and its con

sumers steal and kill to get it. 
Long a haven for U.S. organized-crime fig

ures, Mexico has been converted methodically 
into the major source of supply for mobs 
peddling narcotics in this country. 

For at least a dozen years, criminal orga
nizations in the United States have been 
forging connections with groups in Mexico. 

The key reason for emergence of Mexico as 
a theater of operations f ::;r organized-crime 
figures can be summarized in one word : 
heroin. 

Reductions in the traditional flow of heroin 
from Turkey to the United States via Mar
seille, France, in 1972 quickly converted 
Mexico from a minor source of the narcotic 
to the major one. 

Organized-crime figures in the United 
States lost no time in staking out their claims 
to a piece of the illicit action. Existing Mex
ican narcotics org3.nizations were scrutinized 
by the U.S. syndicates, who gradually forged 
links with them. 

The operations were conducted in low-key 
fashion , designed to attract little attention 
fr·:-m Mexican officials or the Mexican public, 
and were characterized by mobility and flexi
bilit y. federal authorities !'.ay. 

Some Mexican trafficking groups, anxious 
to maximize their profits, formed their own 
networks in the United States, taking ad
vantage of the insatiable demand for their 
wares. 

The cost of heroin addiction in the United 
States is incalculable. To the te ll in human 
suffering must be added the massive expendi
ture on law enforcement and corrections, 
plus the burden impo;.:-ed by increased wel
fare and •: nemployment costs. 

Mo:.t addicts don't begin to earn enough 
money to support their habits. Ba~ed on a 
conservative figure cf $50 a day, it would cost 
the nation's estimated 4'iO,OOO addicts more 
than $22 million daily for heroin. 

That $22 million is taken several times over 
in burglaries and thefts, since those who 
fence stolen goods pay only a fraction of the 
legitimat e market value. 

Arizona's estimated 22,000 heroin addicts 
are a major factor in the state's consistently 
high ranking in national statistics for crimes 
against property, such as thefts and burglars, 
law enforcement authorities concede. 

At $50 a day, Arizona addicts would spend 
$1.1 million daily-or $400 million a year-on 
heroin. That compares with the annual 
Phoenix city budget of $345 million. 

The Chicago syndicate has long-standing 
influence in Mexico, a relationship dating 
from the days when Sam Giancana, deceased 
former head of the syndicate , resided in 
Cuernavaca, Morelos, for several years. Gian
cana was shot to death in 1975 in the base
ment of his suburban Chicago home. 

Among that syndicate's prominent heroin 
go-betweens was Arden Lee Smith, a for
mer burglar who estimated he dispatched a 
half-ton o! heroin across t!:le border from his 
opulent Mazatlan, Sinaloa, home before he 
was imprisoned at Arizona State Prison in 
1977. Law enforcement authorities say the 
heroin went to syndicate figures such as 
Tony Spilotro and Frank Pedote. 

Other Chicago figures involved in heroin 
trafficking have included Joseph LoPiccolo, 
who authorities say has ties to Joseph Bo
nanno Sr. of Tucson; and Theodore Lawler, 
who now is facing bank robbery charges. 

But the Mexico Connection with Chicago 
hasn't been limited to those with Italian 
surnames. Some of the largest trafficking or
ganizations are Mexican groups. 

The Herrera organization, which authori
ties estimate includes about 1,000 pen;ons, is 
composed of Mexicans from its point of ori
gin in the state of Durango through its ma
jor delivery point in Chicago. 

The organization suffered a minor set
back when its leader, Jaime Herrera, was 
arrested recently in Mexico, but sources 
both in Mexico and the United States say 
he still is able to exert control. 

Authorities say there are two other Mexi
can-controlled organizations bringing nar
cotics into Chicago that approach the size 
of the Herrera group. 

California is well-represented in the Mex
ico Conne::tion, with figures from the San 
Francisco Bay area south through San Diego. 
They include the Giannoni brothers, Ronald 
and Emile, a pair of San Francisco narcotics 
and arms traffickers linked to the Cerrfto 
group of San Jose , law enforcement officials 
say. 

In Los Angeles , the Mexico Connection in
cludes Edward Zuber, who law enforcement 
agents know is involved in importing heroin 
and cocaine. Zuber's associates have included 
syndicate heavyweights Meyer Lansky, rec
ognized as the Mafia's financial wizard, and 
Florida Mafia figure Santos Trafficante. 

Narcotics authorities identify Salvatore 
Pisello of Los Angeles as a narcotics dealer 
linked to the Gambino family of New York. 

Among U.S. organized-crime figures with 
ties to Mexico is New Orleans mob boss Car
les Marcello, whose territory includes parts 
of Texas as well as Louisiana. Among the 
Texas mobsters for whom Marcello has called 
the shots, federal authorities say, is Frank 
Zambito, a U.S. fugitive believed to have a 
residence in Tampico, Tamaulipas. Zambito 
has been involved heavily in narcotics traf
ficking , authorities say. 

Trafficante, from his base in Tampa, Fla., 
appears to determine mob policy for the 
southeastern United States in concert with 
Marcello. Federal spokesman say Trafficante, 
like Marcello, has dealt heavily in narcotics. 

Other Florida fig-ures tn the Mexico Con
nection, authorities say , are Sam Cagnina, a 
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federal fugitive sought on conspiracy charges, 
and Lansky. 

Lansky, .who has associated with both Mar
cello and Trafficante, was observed at a meet
ing of top organized-crime figures in Aca
pulco, Guerrero, in 1970. Trafficante and 
Lansky were in operations together in Ha
vana before Fidel Castro took over Cuba. To
day federal authorities say, they have gam
bU:n'g and other interests at several points in 
the Caribbean. 

or the five traditional New York fammes, 
federal sources name the Gambina, Luchese 
and Bonanno organizations as most active in 
the Mexico Connection. 

The Gambino family has had the largest 
contingent. Members of the family with Unks 
to Mexico have included Charles Alaimo, Vin
cent Beltempo, Edward Lino and Joseph Stas
si. Other New York traffickers 1n the Mexico 
Connection have been Joseph DiPalermo, 
Paul Oddo and Guido Penosi. 

The Cotroni organization of Montreal, 
which played a major role in establtshing 
the French Connection from Marseille 
through Montreal in the days when Turkey 
was still the main supplter of heroin to the 
United States, also made its connection with 
Mexico, authorities say. The organization 
brought the white heroin through Mexico 
City with the aid of Italian nationals living 
in that city. 

Federal officials in New York say the 
pendulum has swung in the past year !rom 
heavy use of brown heroin back to white. 
The source now is Southeast Asia. 

A leading narcotics official in New York, 
the capital of heroin use in the United 
States, said brown heroin was unknown in 
New York until about 1974. In 1975-76, he 
said, the heroin coming into the city was 
almost exclusively brown, with white heroin 
showing up again in 1977. Now the white 
heroin accounts !or much more of the total 
than the brown. 

U.S. Drug Enforcement Administration 
authorities say that, despite the sco,pe of 
the problem, heroin is decl1n1ng in the 
United States. In addition, they say a small
er proportion of it is coming from Mexico 
than did three years ago, when 90 percent 
of the heroin coming into the United States 
was from that source. 

Authorities say the figure is now about 
56 percent. 

Law enforcement figures say they are 
plagued in their efforts to put the major 
traffickers behind bars by the fact that the 
longer they traffic, the smarter they get 
about insulating themselves from situations 
that could lead to their prosecution. 

In addition, prosecutors say, the wheels of 
justice grind sufficiently slowly in this 
country that it is not uncommon for major 
offenders to be out on bond for three years 
before exhausting their avenue of appeal. 

Every major U.S. mobster has his counter
part in Mexico. 

Among the major Mexican traffickers are: 
Manuel Salcido-Uzueta, a violence-prone 

heroin trafficker from the historic narcotic!! 
heartland of Sinaloa. A federal fugitive in 
Mexico, Salcido spends most of his time in 
the Sierra Madre, where he maintains an ex
tensive organization. 

Salvador Chavez-Najera, a major supplier 
of heroin in the Southwest, whose imprison
ment in Tijuana, Baja California, has failed 
to curb his trafficking organization, accord
ing to narcotics authorities. 

Gll Caro-Rodriguez, a veteran of 10 years 
of heroin and marijuana trafficking whose 
network of contacts includes members in 
Guadalajara, Jalisco, and Tucson. 

Enrique Diaz-Garcia, who heads an orga
nization centered in Durang-o state which , 
llke the Herrera group, handles the heroin 
from the poppy fields directly through to the 
marketplace in Chicago. 
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Jose Teran-Torres, who has been a federal 
fugitive in Mexico for five years. Narcotics 
authorities say he handles multikilo lots of 
heroin and ton-loads of marijuana. 

Jorge Favela-Escobosa, one of the old 
guard from the Culiacan, Sinaloa, area. 
Favela's organization traffics heroin and co
caine in the United States through the Ti
juana, Baja California, area, authorities say. 

Alberto Sic111a-Falcon, a trafficker of 
Cuban descent who authorities say has been 
able to continue operating his large-scale 
trafficking organization despite his imprison
ment in Mexico City for three years. 

Miguel Angel Feltx-Gallardo, considered 
the major mover of cocaine through Mexico 
to the United States. Authorities say he has 
contacts in the San Diego area. 

The traffic in fugitives goes both ways. 
One of the largest movers of heroin from 
northern Mexico is now a fugitive from that 
country and llving in Arizona. 

He is Jose Luis Contreras-Subias, who has 
taken up residence in Tucson. Convicted of 
narcotics conspiracy charges, he is awaiting 
retrial stemming from a ruling that narcotics 
agents suppressed evidence. 

LAWS PROVING OF MINOR CoNSEQUENCE IN 

SLOWING KEY NARCOTICS TRAFFICKERS 

Take the case of John Gordon Sabarl. 
Arrested a dozen times in the past 20 years 

for alleged forgery, robbery and narcotics 
offenses, Sabari, 40, was profiled as a major 
Mexican-heroin trafficker in a section on 
organized crime published by The Arizona 
Republic in June 1978. 

Six months before that publication, drug 
peddling charges against him were dismissed 
because two government witnesses failed to 
testify. Sabari today remains in business as 
big as ever, dealtng Mexican brown heroin to 
the black community along West Buckeye 
Road and to the West Coast, law enforce
ment authorities say. 

The same situation is true for longtime 
Sabari associate Freddie McW1lliams, also 
known as "Bubba" and "Blue," authorities 
say. 

Like Sabari, McW1lliams, 38, escaped prose
cution 17 months ago when government wit
nesses declined to testify. McWilliams, a 
former state middleweight boxing champion, 
has a record of burglary and narcotics ar
rests dating back 20 years. 

McWilliams continues to deal Mexican 
heroin, pollee say. Traces of the narcotic were 
found on McWilliams during a recent search, 
but no charges were brought against him. 

Law enforcement officials at various levels 
say the list of Mexican-brown peddlers to 
Arizona's estimated 22,000 heroin addicts 
goes on. And many major peddlers have 
hoary criminal records in the state: 

Jose Calderon, a major dealer to the Phoe
nix Mexican-American population, is out 
and dealing, narcotics authorities say. Cal
deron has a record of violent and narcotics
related criminal activity spanning nearly 30 
years. 

distribute heroin, remains out on appeal. 
Yanez, 37, continues to deal in Mexican 
brown, authorities say. 

Another longtime heroin dealer to Tucson 
who continues to be active, narcotics author
i t ies say, is Hector Mar Wong, a Nogales, 
Sonora, restaurateur. 

Wong recently was sentenced to six months 
in prison and fined $9,000 for six viol!\tions 
of firearms laws in this country. Ordered 
by a federal judge to post a $25,000 appeal 
bond and to remain in the United States, 
Wong skipped to Mexico and returned to nar
cotics trafficking, sources say. 

However, narcotics sources say the major 
heroin dealer in Tucson 1s a relative new
comer to the scene. 

In contrast to Wong, who fled to Mexico 
to evade U.S. authorities, that dealer, Jose 
Luis Contreras- Subias, 33, fled to the United 
States to escape Mexican authorities. 

Contreras-Subias, also known as Leonardo 
Subias-Gonzales, is a Mexican national who 
has taken up res.idence in Tucson. 

Contreras-Subias has a reputation as a 
"wild man," law enforcement authorities say. 
He is alleged to have kllled three persons 
and kidnapped a federal prosecutor lin Mex
ico, where he is wanted on narcotics and 
homicide charges. 

He similarly has failed to show a high re
gard for the law on this side of the border. 

Pima County grand-jury indictments 
charging contreras-Subias with armed rob
bery and k•idnapping were dropped last year 
when a key witness against him declined to 
testify. 

Contreras-Subias last year was convicted 
in federal court on narcotics-conspiracy 
charges and sentenced to 10 years in prison. 
He was accused o! plotting to smuggle 12 
tons of marijuana and 200 pounds of cocaine 
into the United States !rom Panama. 

A new trial lis pending on the charges after 
a federal court ruling that narcotics agents 
had suppressed evidence that might have led 
to acquittal. 

A favorite photograph of Contreras-Subias 
has him posed 1n a Nogales brothel with the 
handle of an automatic pistol protruding 
from his belt. 

"He came out of nowhere in the past three 
or !our ye9.rs," one source said. He described 
Contreras-Subias as a violent individual who 
"rules by intimidation" and who has hench
men to back up his bravado. 

Tucson authorities say he may be extradited 
to Mexico to !ace charges there after prose
cution is completed in this country. 

Contreras-Subias seems a "worthy" suc
cessor to a major supplier to Arizona and 
the United States who 10 months ago was 
halted at mid-career by the Mexican Federal 
Judicial Police. 

That supplier was Pedro Aviles-Perez, who 
was k1lled in a gunba-ttle near Culiacan by 
the Mexican pollee. When he died, Aviles
Perez was considered the No. 2 narcotics 
trafficker In Mexico, a step behind Jaime 
Herrera-Nevarez and his organization in 
Durango state. 

Shorty Gomez is out and dealing. "Shorty" 
is Gilbert Mata Gomez, 41, who was sen
tenced in 1975 to 10 years in prison for heroin 
distribution. Gomez also deals primarily to 
the Valley's substantial Mexican-American 
population. He has been a source of supply 
for former Tolleson Mayor Albert Selecton, 
who also was sentenced to 10 years in prison 
for distributing heroin. Selecton also is back 
and dealing, narcotics authorities say. 

Manuel Samaniego-Meraz, a longtime nar-
, cotics supplier to Arizona from the border 

area, remains active, narcotics authorities 
say. Samaniego-Meraz perhaps was best 
known to Arizona law-enforcement pereon
nel for the sophistication o! his electronic 
equipment. 

Abe Saiz. out and dealing. Saiz, 44, has a 
20-year record of arrests for alleged burglary, 
robbery and narcotics dealing and continues 
to peddle heroin, police say. Again, his cus
tomers are primarily in the Mexican-Ameri
can community. 

Jn Tucson the pattern Is the same: 
Henry Duarte Yanez, sentenced two years 

ago to 15 years in prison for conspiracy to 

"He had better radio equipment than we 
did ," one narcotics officer lamented. 

Most major Arizona heroin traffickers are 
well-known to law enforcement authorities, 
but successfully prosecuting them is another 
matter, officials say. 

They note that the longer a suspect deals 
narcotics, the more canny he becomes at in
sulating himself. 

Mike Hawkins, U.S. attorney !or Arizona, 
said another difficulty confronting law en
forcement personnel is that it takes three 
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years for a defendant in a.n ordinary case 
to exhaust appeal procedures, and all the 
while the defendant likely is out on the 
st reet. 

Hawkins said one tool prosecutors plan to 
use to a greater degree is the Continuing 
Criminal Enterprise statute, which provides 
for lifetime parole for major narcotics of
fenders. 

ARIZONA 

John Gordon Saban 
Pursuing a career he embarked on more 

than 10 years ago, Sabari continues to peddle 
heroin in Phoenix, primarily to blacks in 
the areas of West Buckeye Road and East 
Broadway Road, narcotics authorities say. 

Sabari, 41, has been arrested a dozen times 
since 1956 for offenses including forgery, 
burglary and narcotics dealing. 

Narcotics charges were dismissed against 
him last year after two government witnesses 
declined to testify. 

Associates include Abedon Salz and Fred
die McWilliams. 

Fred D. McWilliams 
Like close associate John Gordon Sabari, 

McWilliams was a safe burglar who progres
sed into narcotics trafficking. 

McWilliams, 38, was arrested 14 times for 
burglary between 1959 and 1969. 

He was arrested in 1977 in a massive 
roundup of major narcotics traffickers by the 
Federal Drug Enforcement Administration, 
but charges were dropped when government 
witnesses declined to testify. 

McWilliams deals primarily in the West 
Buckeye Road area, authorities say. 

Jose Angel Calderon 
Calderon, 56, has a record of narcotics and 

other criminal activity covering a quarter 
century. 

He served six months in prison on a nar
cotics violation in 1954. In 1956 he was sen
tenced to three years to life in prison for 
rape and robbery. 

He pleaded guilty in 1976 to a cocaine 
charge and was sentenced to a year in prison. 

Calderon deals primarily with the large 
Mexican-American population in Phoenix, 
authorities say. 

Abedon Saiz 
Saiz, 44. has a criminal record in the Phoe

nix area dating back about 20 years. Offenses 
show the usual pattern of burglary, robbery 
and narcotics. 

Like many other major narcotics tratnckers 
in the state, Saiz proved much harder to 
convict t han to arrest . 

On two occasions, charges were dismissed 
after key witnesses declined to testify. One 
of them was found in a shallow grave. 

Law enforcement authorities say Salz uses 
a core of lieutenants to peddle narcotics pri
marily to the Mexican American community. 

Henry Durate Yanez 
Though sentenced two years ago to 15 

years in prison !or conspiracy to distribute 
heroin, Yanez remains free on appeal. 

Narcotics authorities say Yanez, 37, of Tuc
son hasn't allowed his pending sentence to 
deter his narcotics trafficking activities. 

Yanez was identified by narcotics authori
ties as the central figure in a. ring shipping 
heroin to Phoenix and to the San Francisco 
area. 

Jose Luis Contreras-Subicu 
Contrera.s-Sublas, 33, is an example of a 

type more prevalent in Mexico than the U.S.: 
the wild man as heroin trafficker. 

Wanted on narcotics and homicide charges 
ln Mexico, where he ls alleged to have kid
naped a federal prosecutor and killed three 
persons, he moved hts theater o! operations 
in Tucson. 

Charges of armed robbery and kidnaping 
lodged against him in Tucson were dismissed 
after a key witness declined t o testify. He is 

currently facing a. retrial on narcotics con
spiracy charges in Tucson. 

MEXICO MAZE-MANY OPIUM-POPPY FIELDS 
ARE DESTROYED, BUT TRAFFICKERS ARE 

HARDER TARGET 

MExico CITY.- Trying to get a handle on 
heroin trafficking in Mexico is like wandering 
in one of the labyrinths that are a favorite 
theme of Latin American authors. 

It is an exercise in sorting subst ance !rom 
shadow truth from falsehood, really from ap
pearance. 

Some fac ts seem agreed upon by all, Mex
ican officials and observers in the United 
States. There seems no disputing the fact, 
for example, that an eradication campaign 
against opium-poppy fields has been quite 
successful. 

Other claims do not jibe as well. Mexican 
officials contend, for example, that they have 
run out of business most Mexican traffickers 
of any stature who were operating a couple 
of years ago. 

Yet reporters for The Arizona Republic 
found that many major traffickers in Mexico 
have been fugitives for years, despite that in 
good macho form, most parade about with 
armed retinues. The term "skulk" is not 
known to them. 

Further, reporters received reports or pris
oners continuing to deal in narcotics during 
their confinement. 

For some, the term "confinement" seemed 
a misnomer. Jaime Herrera, leading candidate 
for the title of Mexico's top heroin trafficker, 
is released nightly from his prison cell, a 
reliable source revealed. 

Another source, long !am111ar with thenar
cotics scene in Mexico, put it this way: "They 
are serious in the eradication program; 
they're not serious as far as people (major 
offenders) go." 

In gathering information concerning 
heroin trafficking in Mexico, reporters inter
viewed Mexico's two top federal officials in 
narcotic:> control: Samuel Alba-Leyva, deputy 
attorney general in charge of narcotics con
trol, and Gen. Raul Mendiolea Cerecero, head 
of the Mexican Federal Judicial Police. The 
agencies are the equivalent of the U.S. Drug 
Enforcement Administration and the FBI. 

Asked about the eradication program dur
ing an interview in his office in the federal 
law-enforcement building in downtown 
Mexico City, Alba-Leyva cordially provided 
statistics indicating that crops in 70,000 
poppy fields were eradicated from November 
1976 through November 1978. and an addi
tional 16.752 fields from December 1978 
through May 1979. 

The statistics indicated that the size of 
the "fields" may be shrinking. The average 
area of the 47,063 fields destroyed from No
vember 1976 through November 1977 was 
1,984 square meters, or roughly a half-acre. 
The 23 ,484 fields destroyed between Decem
ber 1977 through November 1978 averaged 775 
square meters. Finally, the 16,752 fields de
stroyed from December 1978 through May 
1979 averaged 387 square meters, of about 
one-tenth an acre. 

The government eradication program has 
driven many growers from the traditional 
growing area along the Sierra Madre Occi
den t al in Sinaloa and adjAcent s t ates to new, 
equally remote sites in the southern states 
of Chiapas, Hidalgo and Vera Cruz. 

Alba-Leyva moved from the subject of 
poppv eradication to that of stonplng major 
traffickers, about which he talked equally 
enth uslastically. 

Of the 15 major traffickers of two years ago, 
11 are tn jaU, two are dead, and two are 
fugitives, he told reporters. Asked their 
names, he mentioned those of Roberto Bel
tran-Felix. ,Ton>;e Favels and Jaime Herrera as 
being in .1ail. He cited Periro Aviles as among 
those dead . The remainder of the names, he 
couldn't recall. 

"The people financing the operations two 
years ago are no longer operating," he said. 

Of a group of major traffickers studied by 
The Republic, more than one-third were 
fugitives. The average length of time they 
had been fugitives was three years , and two 
had been fugitives for more than five years. 

Success against the traffickers has not 
come cheaply, he noted. He said 15 federal 
police have been killed during the past two 
years-two of them two weeks before the 
interview. 

When the interview concluded, he broadly 
ushered the reporters out. It was well past 
9 p .m . as he returned to his office and work. 

Meeting Mendiolea was another matter. 
Reporters were summoned one morning to 
his office in the same building as AI ba
Leyva's only to find themselves quizzud by 
a lieutenant who, after llstenlng to their 
reasons for wanting to interview the general, 
told them they would have to call later. 

The general was on a mission south of 
Mexico City, the lieutenant said. The re
porters later learned he was there keeping 
abreast of an investigation into the slayings 
of two of his agents. 

One morning toward the end of their stay 
in Mexico City, the reporters got a call at 
their hotel several miles from the downtown 
federal offices. 

If you wish to see the general, be at the 
office in 20 minutes, they were told. 
Prompted by a promise of extra pesos, the 
cabdriver knifed through the legendary Mex
ico City traffic, getting to the federal build
ing in time. 

After a. walt of more than an hour, re
porters were escorted into Mendiolea.'s office. 
The general, a. short, stocky, balding septa
genarian, was seated behind a massive desk 
resting on a pollshed parquet floor. 

Eleven phones of various colors stood on a 
table behind him. The desk was stacked 
with papers, and an aide held their corners 
as Mend1olea signed them. 

The general's approach was different from 
the attorney general's. He didn't offer a 
handshake or a seat. He demanded creden
tials. He didn't grant an interview as much 
as he expounded during interludes between 
his official duties. 

He said there is tremendous cooperation be
tween his office and the Drug Enforcement 
Administration. He talked of the thousands 
of fields of marijuana and opium poppies 
that have been destroyed during the eradi
cation campaign. He talked about major 
traffickers who have been driven out of 
business. 

The manner of dellvery was different from 
Alba.-Leyva's , but the message was the same: 
Cooperation between the United States and 
Mexico is great; the eradication campaign 
has been successful; major traffickers are 
fall1ng llke cordwood. 

Much of what the general and the deputy 
attorney general say is confirmed by U.S. 
narcotics authorities. 

U .S. authorities say the proportion of 
heroin derived from the traditional growing 
area, in the Sierra Madre Occidental in 
Sinaloa and adjacent states has dropped 
markedly, from about 65 percent to 40 per
cent. 

The curb in poppy growing has reduced 
violence in Cullacan, a city of 170,000 in the 
heart of the traditional growing area. Nar
cotics authorities say in 1977 there were 500 
homicides in Cullacan-one for every 340 
residents. Many deaths resulted from shoot
outs on major thoroughfares. 

"It's still kind of a. base-there's a lot 
of contacts to be made there," an observer 
said of Cullacan. 

But the growing areas have shifted signifi-
cantly. 

The breakdown now, authorities say, is 
roughly 40 percent in the Sierra Madre Oc
cidental , 10 percent in the Sierra Madre del 
Sur in Mlchoacan and Guerrero, 40 percent 
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in the jungles of Chiapas, 7 percent in the 
state of Hidalgo and 3 percent in the state 
of Vera Cruz. 

Operat ions centers also seem to be shifting , 
authorities say. Much of the t raffic now seems 
to flow through Guadalajara, which is begin
ning to take the limelight from better-known 
centers such as Cullacan and Durango. 

The opium poppies are grown in areas that 
are incredibly remote, accessible only on foot 
or by air. 

One hectare, about 2¥2 acres , can produce 
enough opium gum to make a kilogram, or 
2.2 pounds, of crude heroin. 

For that 2.2 pounds, a farmer can get 
$4 ,500. 

"A couple hundred grams (a half-pound) 
brings a fair piece of change ," a source noted. 
"Up in the hills, a few hundred dollars is a 
fortune." 

When it is time to score the opium bulbs 
and extract the gum-a process that must be 
accomplished in about two days-many 
women and children help. 

How can these farmers (called "gomeros," 
from "goma," the Spanish term for gum) be 
involved in the harvest of such a lethal crop? 

"You're talking about people who grew up 
in a log cabin," one law enforcement official 
remarked. "They don't know what a city looks 
like. They have no education. 

" It's not that they're immoral. The aspect 
of morality doesn't enter into it. It has no 
meaning to them. There is no point of 
reference." 

Major trafficking organizations often estab
lish agreements wit h gomeros in a specific 
area. Sometimes the organization will supply 
seed, irrigation hoses and protection from 
theft. 

From the gomeros the gum moves to the 
wholesalers, the next step in the hierarchy, 
who must transport the gum to laboratories 
for processing. 

Laboratories in Mexico are not to be com
pared wit h those that existed in Marseille. 
In Mexico, a lab often consists of a series of 
pots and pans. The labs generally are oper
ated by chemistry students. 

The process takes about three days. The 
lab operator gets a fixed fee for processing a 
kilo of heroin. 

Despite the crudeness when the process is 
completed, the heroin jumps in worth to 
$40,000 to $80,000 per kilo . 

Moving the heroin to the U.S. border area 
is comparatively easy. It moves by train, car, 
bus, aircraft and sometimes by boat across 
the Gulf of California. 

The price at the border depends on whether 
U.S. or Mexican traffickers move it across. 
Some U.S. traffickers, interested in maximum 
profits , arrange to bring it across themselves. 
Others don't want to take the risk , and pay a 
premium for the extra transportation. 

A popular gambit is to use female couriers, 
dividing large amounts of heroin among 
them, although some traffickers prefer to con
struct elaborate traps in cars and other 
vehicles to smuggle larger amounts. 

It is here that one again confronts the 
labyrinthine picture posed by Mexican traf
ficking. Claims by Mexican officials that the 
bulk of major traffickers have been shackled 
skew off contentions by U.S . observers that at 
least 100 persons in Mexico head organiza
tions capable of supplying multikilo loads of 
heroin to the United States. 

MAFIA Is SMEARING MEXICAN BROWN FROM 
HARLEM To LONG ISLAND 

NEW YORK.-Qne-third of the nation's 
heroin addicts spend their lives in this urban 
archipelago, from the denizens of Harlem's 
Lenox Avenue to middle-class junkies in 
Long Island suburbs. 

Heroin hits hardest at the city's minori
ties . Of New York 's approximately 150,000 
addicts, about 44 percent are black and 24 

percent are Latin, federal narcot ics authori
t ie::; say. 

In the narcotics realm, New York is best 
known as t he receiving end of t he "French 
Connection," made infamous by the book 
and movie of that name. 

But much of the heroin making its way 
to the nation 's largest market has in recent 
years been Mexican brown, which at times 
has accounted for 90 percent of the total. 

Authorities say now it account s for about 
20 percent, the remainder coming from Asia. 

The French Connection was forged by the 
Mafia, which inherited the narcotics traffic 
from Jewish dealers . In the 1940s and '50s, 
the traffic was dominated by the city's five 
Mafia. families: those of Joseph Bonanno, 
Carlo Gambino, Vito Genovese, Thomas Luc
chese and Joseph Profaci. 

It was the Bonanno family, with its solid 
connections to the Cotroni organization in 
Montreal, that was most heavily involved in 
the French Connection. Bonanno's under
boss, Carmine Galante, was one of the finest 
major dealers to fall when the federal gov
ernment, aided by new conspiracy laws, began 
cracking down on the trafficking in the late 
1950s. 

Convictions of Galante, G~movese and 
other leading Mafiosi served to dim the 
Mafia's ardor for narcotics trafficking. The 
lengthy sentences given out made the enor
mous profits at stake somewhat less alluring. 

Galante was shot to death 10 days ago in 
a Brooklyn restaurant. Three masked assail
ants entered the restaurant with shotguns 
and blasted the Mafia kingpin in what au
thorities think could be retaliation for recent 
deaths among members of the Genovese and 
Gambino families . 

However, the notion that the Mafia aban
doned the narcotics traffic-a notion given 
currency by the "Godfather" rums-is erro
neous. 

Members of the five families, particularly 
the Bonanno and Gambino organizations, 
continue to deal , U.S. authorities say. But 
the Mafia no longer maintains anything ap
proaching a monopoly in heroin traffic. 

Convictions of top Mafiosi, combined with 
the infiux of Cubans after Castro's takeover 
of Cuba, de-emphasis of the French Connec
tion due to U.S. pressure on Turkey and 
other factors have made it more of an open 
market. 

A major pipeline that has brought heroin 
to New York in recent years was constructed 
through an alliance of organized-crime fig
ures in the United States and Canada with 
Mexicans and Italian nationals living in Mex
ico, according to officials in the three coun
tries. 

Although Arizona may seem remote from 
the Mexico-t o-New York heroin connection 
the link was brought closer to home with th~ 
arrest of several New York and Arizona 
figures on heroin and other charges. Included 
were sometime Bonanno lieutenant Charles 
Battaglia of Tucson and Michele Catalanotto 
of New York. 

Catalanotto, according to federal investiga
tors , is a Sicilian Mafia import involved in a 
network of smugglers providing heroin in 
multikilo lots throughout the United States 
and Canada. 

An avowed purpose of the group, narcotics 
authorities said, was to obtain a connection 
for heroin in Mexico. 

"Mexico and Canada are of strategic im
portance," said Thomas Puccio, U.S. attor
ney for New York's Eastern District, which 
encompasses Brooklyn, Queens and Nassau 
and Suffolk counties. 

"We should be watching them," Puccio 
said. "There has always been a close relation
ship between organized-crime figures in 
Mexico and those in New York-much closer 
than the European tie! ... 

Puccio said there "was a large Italian com
munity" in Mexico that formed the southern 

end of a "heavy connection" from Mexico to 
New York and Canada. 

As examples of the Sic111an expatriates at 
the southern end of the connection, Puccio 
named Guiseppe Catania, who once oper
ated Le Due Shirt Shop in the exclusive 
Zona Kosa section of Mexico City as a side
line to his heroin trafficking, and heroin 
t rafficker Tomasso Buscet ta. 

The multilingual Catania rented an estate 
in Mexico for the Cotroni org mization, fed
eral sources said. 

Heroin, trafficking in New York today is 
mixed, with some dealing Asian white and 
others Mexican brown. 

"New York didn't have any brown unt11 
1974," one New York source noted. "In 1975 
and '76, all there was was brown heroin. In 
early 1977, white was coming back. Now 
there 's more white than brown." 

Federal sources said the Vincent Papa 
group of Astoria, Queens, has been involved 
in recent shipments of Mexican brown. Papa, 
the group 's erstwhile leader, was murdered 
while serving a prison term stemming !rom 
a 1972 narcotics arrest. 

When arrested, he was carrying a suitcase 
containing $967,000 in cash. 

The Consalvo organization, which distrib
utes in lower Manhattan, Brooklyn and to 
a lesser extent in East Harlem, also was 
smuggling Mexican brown, sources said. 

In contrast, the Controni organization, 
which was involved in importing Mexican 
brown, appears to be dealing white heroin 
now. Although Mexico is not the source of 
the white heroin , some of it goes through 
Mexico en route to the United States, au
thorities say. 

One of the largest Mexico-New York heroin 
connections of late centered on Antonio 
Cruz Vasquez of Las Vegas, Nev., also known 
as "Nico." 

It flourished from 1974 through 1978 and 
included at least a dozen key members, all 
of whom were indicted on various narcotics 
charges last year. The ring had the capab111ty 
of bringing more than 500 pounds of heroin 
a year into New York, federal narcotics au
thorities said. 

The ring included seven persons from 
New York or New Jersey, four from Las Vegas, 
including a vice president and pilot for a 
charter airline; and an Aero-Mexico ticket 
manager at the Culiacan, Sinaloa, airport. 
As with many of the Mexican trafficking 
organizations, several of the principals were 
related. 

Seizures from the group last year included 
45 pounds of nearly pure Mexico brown and 
$661 ,000 in cash. Vasquez, the ringleader, 
was arrested at his $225,000 home in Las 
Vegas. Federal sources said he maintained a 
$1 million line of credit at Caesar's Palace 
a Vegas casino where he enjoyed playing 
high-stakes baccarat. 

A few months after the Vasquez arrests, 
a task force of Drug Enforcement Admin
istration agents and New York police finished 
the investigation that resulted in indict
ments of 14 persons-five of them women
on charges of conspiring to bring large 
amounts of brown rock heroin into the 
United States. 

The heroin went to middlemen in Chicago, 
Los Angeles and San Antonio, Texas , and 
was distributed in both wholesale and retail 
lots on the streets of New York. Ringleader 
of the group, authorities said, was Lydia 
Melendez Pereira. 

Another Mexican heroin peddling ring
this one involving about a dozen persons
had an interesting twist. One of the prin
cipals, Clyde Hardy, and a codefendant of
fered a New Jersey undertaker $5 ,000 to 
cremate a body and identify it under one 
of Hardy's aliases. 

According to federal authorities, the un
dertaker obtained the body of an individual 
named "Faith Overcome" from a Newark, 
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N.J. hospital and submitted It !or cremation 
at a Linden, N.J., cemetery. 

His "body" cremated, Hardy adopted the 
name Henry Scott and continued to peddle 
Mexican brown In the New York area. au
thorities said. Hardy was discovered, how
ever, and he and other members o! the ring 
were charged with various narcotics offenses. 

A third recent Mexican heroin distribut
ing group is the Valenzuela organization, 
headed by Jose Valenzuela. 

The organization operated laboratories in 
Culiacan, Sinaloa, !rom which the heroin 
was brought to Bakersfield, Cali!., and then 
to New York. Federal authorities estimated 
the organization brought a hal!-ton of 
heroin into New York. 

Federal prosecutors said Valenzuela paid 
cash !or a $350,000, two-acre estate in San 
Marino, bought $66,000 In furniture and pur
chased automobiles valued at $150,000. 

Canada's heroin problem, once confined to 
the three major urban centers of Montreal, 
Toronto and Vancouver, has spread in re
cent years to smaller cities and rural areas. 
Narcotics authorities think much of the 
burgeoning problem can be laid to the 
Cotroni organization, a Mafia contingent 
centered In Montreal. 

The Cotroni name is well-known to nar
cotics authorities in Mexico. 

Frank Cotroni, a major target of narcotics 
investigators for 15 years, recently was re
leased after serving time on a narcotics con
spiracy charge. He was indicted as part of a 
conspiracy that included several Canadians, 
New Yorkers and Mexicans. 

The narcotics involved had been shipped 
from Marsellles to Mexico City, then to 
Montreal. 

A 1970 meeting in Acapulco-one of the 
largest gangland gatherings since the in
famous Appalachian meeting in 1957-drew 
little national attention despite the presence 
of some o! the most notorious mobsters on 
the Eastern Seaboard. 

Hosted by Canadian expatriate Leo Ber
covitch, the meet drew mob lumminaries 
Vincent Catron!, Paul Viall (recently shot to 
death) and the ubiquitous Meyer Lansky. 

There is a theory among law enforcement 
authorities that Galante may have been the 
mastermind In a resurgence of the heroin 
traffic-again through an alliance with the 
Cotronls. 

The many murders among the ranks o! 
New York's Mafiosi and their associates In 
recent years had prompted law enforcement 
authorities to think that Galante was con
solidating his control o! narcotics territory 
held by other organizations-notably the 
Genovese and Gambino famllles. 

Galante's death 10 days ago is the most 
recent in a series of gangland slaylngs that 
authorities think are related to efforts to con
trol the New York heroin traffic. Authorities 
think some of the deaths were ordered by 
Galante. 

Two cases In point are the Consalvo 
brothers, Carmine and Frank, dubbed by 
New York narcotics officers as "The Flying 
Consalvos." Both were members of the G am
mino family, both died when they "leaped" 
to their deaths. 

Carmine Consalvo, credited with a large 
role In opening up the Mexican Connection 
to New York, plunged to his death from his 
24th-fioor apartment in Fort Lee, N.J. Police 
called the death a suicide, but some law 
enforcement authorities were more skeptical. 

That skepticism seemed warranted when 
Frank Consalvo dropped to his death from 
the roof of a tenement in Manhattan's Little 
Italy. 

These deaths were followed by others In 
the Gambino and Genovese famllies and 
others in the Bonanno organization, formerly 
headed by Galante. 

NEW YORK 

Joseph Stassi 
Stassi, 72, is a veteran of the old-line Mafia 

troops who formed the ortginal "five fami
lies" of New York. Over the years he trans
ferred his base of operations to Union 
County, N.J. 

A member of the Gambino family, he was 
one of the many hoods run out of Havana 
after Castro's takeover of Cuba. Stassi was 
involved in operating gambling casinos there 
with Tampa, Fla., mob boss Santos 
Trafficante. 

Stassi was picked up on his first major 
narcotics arrest in a Pompano Beach, Fla., 
hideout in 1966. He had been indicted three 
years earlier but had managed to evade fed
eral authorities until the Florida arrest. 

Stassi was convicted of conspiracy to 
smuggle 22 pounds of heroin across the 
Mexican border. At the time the heroin was 
seized it was described by federal authorities 
as the biggest border heroin haul ever. 

Stassi eventually got an 18-year prison 
sentence for conspirac:,, but not even prison 
deferred him from drug trafficking. 

While in federal prison in Atlanta he was 
accused of conspiring to bring 13 pounds of 
heroin Into the United States, and again re
ceived a lengthy prl..son sentence. 

Stassi also was believed by law enforce
ment authorities to be involved in the 1963 
disappearance of nightclub booking agent 
Kenneth Later, who had made several trips 
to Mexico that authorities believed were con
nected with Stassi's narcotics trafficking. 
Later's remains were dl..scovered in a mob 
burying ground in south New Jersey four 
ye:us later. 

Stassi also has been convicted of perjury 
and carrying a concealed weapon. 

Paul J. Oddo 
O:ido, 62, was the New York connection in 

a major heroin- and cocaine-smuggling op
eration that was directed from Montreal and 
brought in narcotics from Mexico. 

The operation was coordinated by the same 
group that constituted the Canadian link of 
the infamous French Connection. Headed by 
Frank Cotroni, it was the machinery set in 
motion by Joseph Bonanno Sr. of Tucson, 
along with the late Carmine Galante, Bo
nanno's underboss, and their New York Mafia 
family. 

The ring relied on narcotics brought across 
the border. generally by car from Mexico to 
Texas. Among the Mexican sources of tlhe 
ring were Jorge Asaf y Bala and Guiseppe 
Catania. 

From Texas. the narcotics were fiown to 
New York, where their distribution was su
pervised by Oddo. His associates include Co
troni, Frank Dasti and numerous other or
ganized crime figures. 

Od:io is on parole after serving a prison 
term. for possession of 22 pounds of heroin. 

Charles J . Alaimo 
Alaimo, 42, a member of the Gambino 

Mafia orga:1 ization of New York, is a major 
financier and distributor of heroin, accord
ina to federal and local authorities. 

;hey say he has obtained Mexican heroin 
through Gambino family-member Salvatore 
Pisello of California. Alaimo reportedly is in 
line to take over the Consalvo heroin traf
ficking organization, which has been riddled 
in recent years by tJhe deaths of several key 
members. 

Alaimo frequents Miami , Tampa and Fort 
Lauderdale in Florida, as well as New York, 
and has been involved in the trucking and 
auto rental businesses. 

He has been arrested for burglary and was 
o::~ce held as a material witness in the gang
land murder of a !riend. He was indicted in 
1975 for conspiring to import 54 pounds of 
heroin, but the trial resul ted in a hung jury. 

Aliases include Charles Wings, Nathaniel 
Herman, Charlie Wino, Charlie King, Charles 
Alarimo, and Charles Alllmo. 

Associates include Charles Anthony Di
Palermo, Vincent Beltempo, Edward Lino, 
Anthony Salerno and Joseph Stassi. 

Charles A . DiPalermo 

One of the notorious narcotics-trafficking 
"Beck brothers," Charles DiPalermo has been 
a stalwart in the heroin-peddling trade for 
two decades. 

He is an old-line New York associate o! 
orga:1ized-crime luminaries such as Joseph 
Bonanno Sr., Natale Evola, the late Carmine 
Galante, and Vito Genovese. 

He served eight years of a 12-year prison 
sentence he received in 1959 !or participat
ing In a heroin-smuggling ring headed by 
Genovese, then the nation's most prominent 
Mafioso. Other D!Palermo associates have in
cluded Anlello Dellacroce, VIncent Rao, Vin
cent Tu:nlnaro and Charles Alaimo. 

According to federal officials. D!Palermo 
has received Mexican heroin !rom Alaimo 
and his associates. Alaimo and D!Palermo re
portedly have been involved In business ven
tures togetJher in Florida. 

DiPalermo was arrested In 1975 on Long 
Island by law enforcement officials who 
claimed to have found 25 pounds of heroin 
a!ld $166,000 at the scene. He pleaded guilty 
to attempting to buy heroin and is now 
serving a prison sentence. 

Guido Penost 

Penosl Is a vicious thug who turned to 
heroin trafficking in his ripening years. 

Known In his youth as "The Bull," Penosi 
headed a group called the Homicide Kids In 
New York's East Side. He spent 15 months 
In reform school ,for killing a grocer during 
a holdup. He was 15 at the time. 

At 20, he was working as a bookie and 
passing phony 10- and 20-dollar-bllls when 
he was arrested on counterfeiting charges, 
according to federal authorities. 

His heroin sources In Mexico have in
cluded Jorge Asa! y Bala. Associates In this 
country are widespread, ranging from mob 
financier Meyer Lansky to Thomas Amato 
of the Marcello family of New Orleans, plus 
numerous members of the Cotronl organiza
tion of Montreal and the Gambino family 
of New York. 

Matthew Madonna 

Madonna was one of several major New 
York drug traffickers who picked up early 
on the advantages of Mexico as a narcotics 
source after the French Connection was 
cho:{ed off In 1972. The following year he 
was reported traveling in Mexico to get 
heroin and cocaine. 

Federal sources claim he was the main 
source of supply to Leroy "Nicky" Barnes, 
the king of Harlem dope peddlers who 
gained notoriety as "Mr. Untouchable" !or 
evading police attempts to convict him on 
drug charges for more than a decade. 

But justice finally caught up with Ma
donna, as It did with Barnes . Madonna is 
now serving a 30-year sentence !or con
spiring to Import $10 million worth o! 
heroin .from Thailand. Barnes, for his part, 
was gi\·en a ll!e sentence. 

Madonna's associates are widespread and 
included the late Carmine Galante of New 
York and members of the Clvella crime 
organization of Kansas City. 

Edward C . Lino 
Llno, a Brooklyn resident, Is a longtime 

member of New York's heroin-peddling 
fraternity. 

He is the uncle of the late Carmine Con
salvo, a member of the Gambino family who 
took a fatal plunge three years ago ,from 
the 24th floor of a New York apartment 
building. There was conjecture as to 
whether Consalvo, who was under indict-
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ment at the time tor allegedly smuggling 
$30 milllon worth o! heroin, jumped or 
was pushed. 

Lino was director ot distribution for the 
Consalvo heroin-smuggling organizations. 
According to federal authorities, he had 
traveled to Acapulco and to Italy in con
nection with heroin shipments. 

Authorities say Lino has continued to be 
a force in the successor organization. Crim
inal associates include Vincent Beltempo, 
Charles Alaimo and Salvatore Pisello. 

Vincent J. Beltempo 
A convicted heroin peddler, Beltempo deals 

in heroin and cocaine, law enforcement au
thorities say. 

He was involved in the Consalvo orga
nization with dope-peddlers Edward Lino 
and Charles Alaimo, according to authorities. 
He is considered a contender for a top spot 
in their organization, which has been 
riddled by the deaths of key figures. He 
also has ties to the Tuminaro and Di
Palermo narcotics smuggling organizations. 

Beltempo was convicted in 1971 of con
spiracy, sale of heroin and violation of fed
eral narcotics tax laws. 

MONTREAL 

Frank S. Cotroni 
Catron! is one of several Montreal broth

ers who, law enforcement authorities say, 
oversee organized crime operations in Mon
treal. 

The Cotroni organization has been closely 
related to the Bonanno family of New York, 
formerly headed by Joseph Bonanno Sr. of 
Tucson. The relationship, which languished 
in the 1960s after Bonanno was deposed from 
leadership of the family, was renewed when 
Bonanno's old underboss, Carmine Galante, 
came out of prison in 1974 and assumed the 
helm. 

Galante was killed 10 days ago in New 
York. 

The Cotroni organization formed the Mon
treal link in the infamous French Connec
tion from Marseille to the United States, but 
like many heroin traffickers, the group shifted 
its focus to Mexico when Turkey, the source 
of heroin processed in Marseille, temporarily 
cut off its supplies. 

Both Frank and Vincenzo Catron! traveled 
frequently to Mexico, according to federal 
agents, attending meetings in Acapulco with 
Leon Bercovitch and others. 

Other associates of Catron! have included 
Paul Viall, Jorge Asaf y Bala, Guido Orsini, 
Frank Dasti and Tommaso Buscetta. 

Frank Catron! was a major target of nar
cotics investigators for at least 15 years be
fore a recent conviction for narcotics con
spiracy, for which he served a prison term. 

However, federal authorities say his or
ganization still brings narcotics in from 
Mexico. 

Vincenzo Cotroni 
Born in southern Italy a stone's throw 

from Sicily, Cotton! is a naturalized Cana
dian who with his brothers Frank and Gui
seppe established a crime federation in Mon
treal to rival any in North America. 

Involved with brother Frank in interna
tional narcotics traffic, he supplied major 
Mafia figures in the United States with 
French-Corsican heroin. He switched to Mex
ican heroin when supplies grew tight in 
Europe. 

His criminal record dates to 1928 and in
cludes arrests on charges of rape, counter
feiting, theft, receiving stolen property and 
narcotics conspiracy. 

He has traveled to Mexico on narcotics 
business. Associates include Meyer Lansky, 
Paul Cioli, Guido Penosi, Guido Orsini and 
Frank Dasti. 

Frank Dasti 

A member of the Cotroni organization, 
Dasti, 65, negotiated narcotics deals in Mexl-

co with Jorge Asaf y Bala, according to fed
eral authorities. 

A resident of Montreal and New York, 
Dasti moved heroin from Mexico to the Co
tronis and associates in the Canadian city. 

Other associates include Vincent Altamura, 
Guido Pen6si, Guido Orsini and Paul Oddo. 

Dasti now is serving time for conspiracy to 
import and distribute heroin. 

Guido Orsini 
Orsini, 43, 1s another member of the Ca

tron! group with ties to Mexican heroin 
traffickers. 

Federal authorities say he obtained heroin 
from Jorge Asaf y Bala, Guiseppe Catania 
and Claudio Martinez de Pinillez. 

Canadian associates, they say, are Frank 
and Vincenzo Catron!, Frank Dasti, Paul 
Oddo and Anthony Vanacore. 

Orsini is a federal fugitive. He was sen
tenced in 1974 to 22 years for heroin traffick
ing. 

Anthony Vanacore 
One of several members of the Catron! 

organization of Montreal who are involved in 
narcotics trafficking, Vanacore has acted as 
a liaison with some of Mexico's more promi
nent heroin dealers. 

Among his Mexican contacts were Jorge 
Asaf y Bala and Guiseppe Catania, who has 
been a prime source of supply for the Cotroni 
organization. 

Canadian associates include Frank Dastl 
and Frank Cotronl. 

Nicholas Rizzuto 
Another member of the Catron! faction, 

Rizzuto is believed by federal authorities to 
be a significant cog in the international nar
cotics traffic between Mexico and Canada. 

His most recent arrest was in 1972, when he 
was picked up in Paris with $1 million in 
counterfeit currency. Authorities believe the 
phony money was intended for use in nar
cotics transactions. 

Mexican connections have included Gu1-
seppe Catania and Claudio Martinez. 

Rocco Violi 
Next to the Cotronis, the Viall brothers 

have been the leading family group in the 
Montreal organized crime scene. 

The Viall clan has been decreased by 
recent deaths. Paul Viall, who reportedly was 
vying for the top position in the Cotroni 
organization, was shot to death by two 
hooded men last year at a snack bar next to 
his Montreal ice cream parlor. A year earlier, 
younger brother Francesco was shot to death 
in the office of a Montreal business. 

According to federal authorities, Paul Viall 
was one of the mob chieftains who estab
lished channels to Mexican narcotics traffick
ers. He reportedly met in Acapulco with other 
members of the Cotroni faction and Mexican 
organized-crime figures. His contacts have 
included Meyer Lansky, mob financier, and 
Mafia don Joseph Bonanno Sr. of Tucson. 

Rocco, in addition to activity in Mexico, 
made connections with several U.S. orga
nized-crime factions. His Mexican contacts 
have included Evangelista Sagnell1 and 
Ruben Zuno-Acre. 

MEXICO 

Alberto Sicilia-Falcon 
Although his base of operations was Mex

ico, Sicilia, 35, is perhaps the best example 
of the many individuals of Cuban descent 
who have risen to prominence in the heroin 
business. 

Sicilia is also illustrative of another phe
nomenon: the abil1ty of traffickers in Mexico 
to keep their hats in the narcotics ring de
spite such impediments as imprisonment. 

Sicilia has been in prison in Mexico City for 
more than three years, except for an inter
lude when he escaped for about 24 hours. 

But despite his imprisonment, Sicilia's or
ganization of about 50 persons-still con
trolled by him to a large degree-continues 
to operate, narcotics authorities say. They 

sa.y it has shifted its operation more into 
cocaine trafficking. 

Authorities credit Sicilia with moving in 
excess of $300 milUon worth of heroin into 
the United States by the traditional route 
from Sinaloa through Tijuana. 

Arturo Izquierdo-Ebrad 
Izquierdo was described by a law enforce

ment official as "one of the originals"-an in
dividual who has been involved in narcotics 
trafficking at the highest level for two dec
ades while keeping a fairly low profile. 

Izquierdo was considered a major source of 
white heroin during the years of the French 
Connection-a phase of the Mexican traffic 
during which Turkish heroin was transported 
through Mexico to escape detection at ports 
of entry in the eastern United States. 

Izquierdo owns a ranch near Martinez de 
la Torre, Vera Cruz, and is believed to own 
hotels in Vera Cruz and in Tampico at the 
southern tip of the state of Tampaulipas, 
just across the border from Vera Cruz state. 

Jorge Favela-Escobosa 
Favela, in his early fifties, is called by nar

cotics authorities "one of the old guard," an 
organization man who has been involved in 
the heroin traffic for a decade. 

His home is the traditional Mexican heroin 
heartland of Sinaloa. He operates with three 
or four trusted lieutenants and about 20 peo
ple under them in the next rank. 

Favela's organization traffics heroin and 
cocaine into the United States through the 
Tijuana area, law enforcement sources say. 

Favela was jailed in Mexico City on nar
cotics charges for a time but was released a 
few months ago before trial. 

Like most major Mexican traffickers, Fa
vela travels with a knot of armed guards. 
"They (the major traffickers) wear them," 
one otnclal observed. 

Jaime Herrera-Nevarez 
Herrera heads what authorities believe is 

Mexico's largest heroin trafficking organiza
tion. 

Headquartered in the state of Durango, 
the organization dispatches hundreds of kilos 
annually through Texas to the Chicago area 
in a variety of "traps" in cars and other ve
hicles. From Chicago, the narcotics are dis
tributed throughout the United States. 

The Herrera. organization has a large con
tingent in Chicago which handles the traffic 
there. 

Narcotics authorities say the organization 
numbers perhaps a thousand members in the 
United States and Mexico. 

Herrera, about 50, was arrested by Mexican 
authorities recently on narcotics charges and 
is imprisoned in Durango. However, Republic 
sources say he is released virtually every 
night and has continued to exert control 
over his organization. 

Rafael Odriozola-Urbina 
Odriozola, about 45, is an example of spe

cialization in Mexico's heroin traffic to the 
United States. 

Considered by U.S. authorities to be a ma
jor violator, he is a dispatcher whose forte 
is packing loads of heroin into vehicles in 
ingenious ways to avoid detection by border 
authorities. 

Odriozola was charged by Mexican authori
ties in 1976 with heroin offenses after a 
seizure at a laboratory in Guadalajara. He 
has been a fugitive since. 

Originally from Durango, he divides his 
time between that state, Guadalajara and 
Mexico City. 

Gil Caro-Rodriguez 

Among Mexico's top heroin traffickers, 
Caro is back operating from his base in the 
state of Sinaloa after a brief stay in prison 
in Nogales, Sonora, narcotics authorities say. 

They say Caro, about 45, has been traffick
ing in heroin and marijuana for at least 10 
years. 

Born and raised in the Culiacan area, he 



25298 CONGRESSIONAL RECORD-SENATE September 19, 1979 

also has narcotics cun tacts in Tucson and 
Guadalajara, and is well tied to a network 
of rural traffickers, authorities say. 

Arrested late last year on a 1973 warrant, 
he was released from prison in Nogales arter 
about a month, authorities say. 

Luts Diaz-Gar ci a 
Luis, about 29, is the younger brother of 

trafficker Enrique Diaz-Garcia. 
Like his brother, he has received shipments 

in Chicago as well as shipping them from 
Durango state, narcotics authorities say. 

The Diaz orga.nlzation uses traps in cars 
to transport heroin to the Chicago area in 
six-to-eight-kilo lots , authorities say. 

Luis was identified by Mexican authorities 
as the operator of a heroin refining labora
tory in Durango. 

Enrique Dtaz-Garcia 
Unlike most Mexican heroin traffickers, 

Diaz has worked both ends of the route, re
ceiving shipments in Chicago as well as ship
ping them from the state of Durango. 

Diaz, about 38, heads a group that has 
grown opium poppies in the s tates of Guer
rero, Michoacan and Durango and has trans
ported the drug across the Texas border. He 
works with a brother, Luis. 

Their businesses in Durango, their home 
base, include discotheques, bars and bowling 
alleys. 

Enrique is a fugitive in Mexico after seiz
ures of heroin at the border in 1978. The 
heroin was traced to a lab in Durango oper
ated by the Diaz organization, authorities 
say. 

Manuel SaZctdo-Uzueta 
Salcido's nickname, "Cochi Loco," means 

"Crazy Pig" and bears testimony to his repu
tation for violence. 

He is said to have earned t he name from 
an incident in which he rounded up three 
men who shot him in a 1973 assassination at
tempt and had them executed in gangland 
style-bullets through the head. 

In his mid-to late-30s, Salcido is from the 
historic narcotics heart land of Sinaloa, where 
he resided in the Mazat lan area. He served 
as a lieutenant in a narcotics organization 
before forming his own. 

Convicted in Mexico of narcotics traffick
ing in 1973, he was sentenced t o prison but 
escaped from the federal penit entiary in 
Culican in 1974 and has been free since. 

Salcido now spends most of his time in 
the rugged Sierra Madre, surrounded by ap
proximately 50 members of his narcotics or
ganization, authorities say. They believe 
some of his operations now take place in the 
state of Jalisco. 

His forte is multiton loads of marijuana, 
but he also is believed t o traffic in heroin. 

Luis T eran-Torres 
Teran, considered by narcotics authorities 

a major t ra ffi cker for a t least 10 years, bas 
been a fugiti ve in Mexico for about half that 
time. 

There are two warrant s for his arres t in 
Mexico. One stems from the discovery of 
caches of marijuana on a ran ch he owned 
in Sonora. 

Narcotics authorit ies say he deals in ton 
lots of m arijuana and multikilo loads of 
heroin. A nat ive of the Cullacan area, be is 
active in that region and in Guadtalajara and 
the Nogales area. 

Teran, about 50, was an associat e of Pedro 
Aviles-Perez, considered t o be Mexico's No. 2 
narcotics trafficker before his death in a 
pollee action last September. The No. 1 posi
t ion is claimed by the Herrera. 

Salvador Ch avez-Najera 
Chavez, according to narcotics authorities, 

is a major supplier of heroin t o Caltfornia 
and the Southwest. They say his organiza
tion services those areas through outlet s in 
Tijuana, Mexicali and Nogales. 

Chavez. about 46, is considered the proto
type of the Mexican heroin trafficker. His 

base of operations is in Sinaloa, the tradi
tional hub of the heroin traffic. He has been 
involved in trafficking for about 10 years, au
thorities say. 

They also say at one time Chavez operated 
an air taxi service with about a half-dozen 
planes, but has since sold it. 

A warrant for Chavez's arrest was issued 
three or four years ago, after he was identified 
as the source of supply for narcot ics seized in 
the Tijuana area . 

He was arrested in late August and is now 
imprisoned in Tijuana, but authorities say 
his operation remains active. 

Miguel FeZix-Gallardo 
Felix, also known as Miguel Beltran, is be

lieved by enforcement authorities in the 
United States to be Mexico's principal mover 
of cocaine. They consider him the major sup
plier of the narcotic to the southwestern 
United States. 

Felix, about 33, has operated at the top 
level of narcotics trafficking in Mexico for at 
least five years , authorities said. His roots are 
in the state of Sinaloa, where he operat es 
pharmacies, and his centers of operation in
clude Cullacan, Guadalajara, Tijuana, Mexi
cali and San Diego. 

A warrant was issued for him b y the Mexi
can government in early 1977 after a plane 
was seized in the vicinity of Tijuana and 136 
kilos (300 pounds) of cocaine and five kilos 
of heroin were found on board. Felix was 
identified as t he source of supply for the load. 

He is believed to be spending much of his 
time now in the San Diego area . 

WINDY CITY IS THE MAJOR CENTER FOR HEROIN 

TRAFFIC FROM MEXICO 

CHICAGO 

CHicAco.-For decades Chicago has smarted 
under the epithet of America's second city. 
But in one area, Chicago takes second place 
to none: 

Heroin trafficking. 
It's the Mexico Connection that has given 

Chicago that dubious distinction. 
In the heyday of the French Connection, in 

the 1950s and 1960s, heroin flowed from Tur
key through Marseille and Montreal to New 
York and from there was distributed 
throughout the country. 

Flowing unnoticed in comparison with the 
river of heroin pouring in to the northeastern 
United States was a rivulet from across the 
Mexican border, a trickle of which made its 
way to Chicago. 

When the United States paid Turkey in 
1972 to abandon its poppy fields, the traffic 
in Mexico heroin exploded. The rivulet grew 
into a stream and the stream into a torrent 
as Chicago replaced New York as the major 
point on the heroin highway through the 
United States. 

The Chicago syndicate, the Italian-Ameri
can organization that has been the mainstay 
of organized crime in the city. was quick to 
anchor itself in Mexico. Syndicate stalwarts 
such as Jack Cerone, the late James Torello, 
Frank Pedote and Joseph LoPiccolo soon cul
tivated their sources of supply in Mexico. 

One of the major connections in Mexico 
was Arden Lee Smith, who assumed the life 
of a grandee wh1le living in Mazatlan under 
the name Alfredo Lama. Some idea of the 
scope of the traffic from Mexico to Chicago 
may be grasped from a statement of Smith's 
to narcotics authorities that his organization 
alone had moved a half-ton of uncut heroin 
into the United States during a 10-year 
period. 

Smith was arrested in 1977 in Tucson and 
sent to Arizona State Prison for burglary and 
narcotics trafficking. 

But the· syndicat e found itself contending 
with a new force-a network of Mexican 
traffickers who grabbed a. big share of the 
IDarket. 

The number o! Mexican nationals in this 
country has been estimated to be as high as 

6 m1llion-approxtmately one-tenth of 
Mexico's population-and no one figures the 
number at less than in the millions. They 
are distributed throughout the country, a 
good percentage of them in the Midwest. 

For those so inclined, the numbers and 
distribution of Mexican nationals in the 
United States provide a built-in system for 
narcotics trafficking. Narcotics authorities 
say that from the source of supply in Mexico 
to the retailers in major American markets, 
the structure necessary to trafficking is in 
place. 

The Mexican trafficking groups have a fur
ther advantage. Typically, they are com
posed of persons related in some way, making 
it harder for law enforcement agencies to 
penetrate the organizations. Additionally, 
they have the advantage of being relatively 
unknown to law enforcement personnel. 

While the Chicago syndicate lends itself to 
a. kind of facile analysis (Tony Accardo is the 
top man, so-and-so are the lieutenants, and 
so on), analyzing the Mexican organizations 
has proven a real challenge, particularly since 
many of their members remain in Mexico 
and others constantly are traveling back and 
forth between the United States and Mexico. 

The first major Mexico trafficking group 
to gain notice, and the largest so far identi
fied, is the Herrera organization. It is based 
in the state of Durango, Mexico, and its lead
ers are nearly all related in some manner. 

Once discovered, the Herreras drew exten
sive media attention, including a feature 
article in a recent issue of Chicago magazine. 
Some observers went so far as to suggest 
that the Herreras accounted for nearly 100 
percent of the heroin trafficking in the Chi
cago area. 

However, The Republic has learned that 
the Drug Enforcement Administration has 
identified two other Mexico organizations ap
proaching the size of the Herrera group. The 
DEA declined to comment on the organiza
tions because of active investigations against 
them. 

It is estimated there are 400,000 persons ot 
Mexican descent in Chicago. The DEA figures 
that each year eight tons of heroin is smug
gled into the city. Authorities say the bulk of 
it comes by car across the Texa.s border. They 
say about half stops in Chicago, the re
mainder is distributed throughout the coun
try, primarily on commercial airline flights. 

Seizures of heroin in Chicago have in
creased 13-fold in recent years, from 32 
pounds in 1973 to 411 pounds in 1977. The 
drug continues to take its toll. The DEA 
estimates there are 47,000 addicts in the city. 
Other estimates run as high as 60,000. 

A U.S. House committee on narcotics re
cently estimated that Chicago's heroin ad
dicts spend nearly $2 million a day to sup
port their habits. The cost to the city may 
be inferred from the fact that few heroin 
addicts are able to support their habits by 
legitimate work. 

One of the problems faced by law enforce- · 
ment agencies in combating the Mexican 
trafficking organizations has been a lack of 
Latin agents needed to infiltrate them. 

"We're actively recruiting," a DEA source 
said. "We have a pretty good cadre." He said 
agents of Latin descent now constitute 10 
percent of the agency's Chicago contingent. 

The shortage of Latin agents has been re
flected in the paucity of intelllgence infor
mation concerning even such a major group 
as the Herreras. Amounts have increased in 
recen t years, but the Herreras are belleve.d 
to have been bringing heroin into Chicago 
for 15 or 20 years. Yet there is little con
sensus among law enforcement agencies on 
such basics as the number in the group. 

Depending on the source of the estimate, 
the organization numbers from a few mem
bers to something like half of Chicago. One 
recent report indicated there were 300 Her ... 
reras in the United States. Another said _the 
organization numbers 2,000. A third alleged 
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that 360 Herreras were dealing heroin in 
Chicago. 

The DEA, which began investigating the 
group four years ago, believes there are about 
300 members of the organization in Chicago 
and a total of about 1,000 in the United 
States and Mexico. 

While close to 100 members of the Herrera 
organization have been arrested in the past 
few years, law enforcement authorities say 
no sooner are they arrested than someone 
arrives to take their place. 

They say hundreds of thousands of dollars 
are funneled out of Chicago each year 
through currency exchanges and wind up in 
Mexican bank accounts. They estimate that 
the Herrera organization takes in as much as 
$100 million a year in narcotics profits. 

Dealers routinely post five-figure bonds, 
then jump ball to live luxuriously in Mexico. 
The number of narcotics dealers from the 
United States who are fugitives in Mexico 
runs into the thousands, authorities say. 

The Herreras, as well as other major Mexi
can organizations operating in Chicago, con
trol the product from poppy fields in Mexico 
to distribution in the Windy City. Much of 
the heroin has been grown in fields of a half
acre or less within a 50-mile radius of the 
ancestral village of Los Herreras. 
. The heroin is refined in Durango and to 
a lesser degree in Culiacan, authorities be
lieve. As the business has grown, another op
eration post has been established in Guada
lajara. This has become the coordinating 
point for international operations. 

After processing in Mexico, the heroin is 
shipped to six separate distribution offices 
in Mexican-American communities in Chi
cago and to field offices in Los Angeles, New 
York, Boston, Miami, Fla., Philadelphia and 
Washington. 

In Chicago, Herrera strongholds are in 
Roseland, Blue Island, Aurora and Kensing
ton. In the Kensington area, the Herreras 
own entire blocks, often working inconspic
uously as restaurateurs, saloon keepers or 
landlords. 

The brothers Jaime, Ellas and Manual Her
rera are the key operatives in Mexico, nar
cotics authorities say. Jaime, said to head 
the organization, was arrested recently in 
Mexico and is serving a prison term there. 
A fourth brother, Reyes, is a pivotal figure 
in the family operation in Chicago, accord
ing to narcotics authorities. 

If intell1gence information has been hard 
to come by for U.S. authorities, their coun
terparts in Mexico have fared llttle better. 

In 1975, the Mexican attorney general's of
fice was quoted as saying it had learned of 
the Herrera organization only the year be
fore, despite its existence for more than a 
decade. The knowledge was said to have 
been gained during a trip to Chicago. 

The attorney general's office vowed to crush 
the organization within a month. 

Frank Pedote 
Pedote is a longtime Chicago syndicate 

hoodlum considered by federal authorities to 
be a top narcotics violator and fence who 
sidellnes in counterfeiting and other scams. 

Pedote, federal sources say, was the major 
suppller of recently deceased syndicate nar
cotics dealer Michael DeMaro and his asso
ciates. Pedote•s primary sources of heroin 
were veteran syndicate heroin supplier Arden 
Lee Smith, formerly of Mazatlan. Mexico, and 
now serving time in Arizona State Prison, 
and Fred Pedote, his brother, who is serving 
time in federal prison for narcotics viola
tions. 

Frank Pedote was convicted of burglary 
in 1948 and served five years of a 7-to-20-
year sentence. He was convicted of theft in 
1972 and placed on three years' probation. 

He has been under investigation in Chi
cago recently for narcotics violations and for 
participating in an international insurance 
fraud in which multim1llion-dollar ship-

ments were destroyed by arson in warehouses 
in Scandinavia. 

Pedote resides in the Peoria, Ill., area but 
rents an apartment in downtown Chicago 
where he has run a wholesale jewelry store 
believed to be a front for fencing and coun
terfeiting operations. 

Harry Schennault 
"As long as he's breathing, he'll be deal

ing," law-enforcement authorities say of 
Schennault, perennial "king" of Chicago's 
South Side dope dealers. 

At 77, Schennault's criminal record dates 
from 1922 and includes entries for larceny, 
burglary, gambling and narcotics. He was 
sentenced in 1952 to 12 years in prison for 
narcotics offenses, and again in 1958 to 10 
years for drug violations. In 1969, he was 
found guilty of possession and sale of heroin 
and sentenced to 12 years in prison. 

Narcotics authorities say Schennault, also 
known as "Big Harry," has made a fortune 
peddling heroin to blacks on Chicago's South 
Side. At his sentencing in 1969, they testi
fied that they also considered Schennault a 
major source of supply to the Chicago crime 
syndicate. 

Now back on the street, Schennault has 
been associating with a number of "boost
ers," or professional shop-lifters, and au
thorities belleve he might be trading heroin 
for stolen goods. 

Harry Aleman 
Aleman, 39, is described by law enforce

ment authorities as a Chicago syndicate 
burglar, enforcer and hit man who has side
Uned in the Mexican heroin traffic. 

Like many aspiring syndicate figures, Ale
man got his start as an enforcer in the 
extortionate loan rackets. He was charged 
with conspiracy to violate the criminal usury 
law, aggravated battery and aggravated kid
napping in 1969 after a contractor claimed 
Aleman and another man beat him with the 
butt of a revolver in an attempt to collect a 
loan. Aleman was not convicted. 

In 1977, Aleman was acquitted in a non
jury trial in the 1972 shotgun slaying of a 
Teamsters Union steward, despite testimony 
by two men who claimed to be witnesses to 
the incident and who said Aleman was the 
k1ller. 

He was convicted last year of directing a 
"home-invasion" operation--a large-scale 
burglary-at a trial in which prosecutors 
accused him of participating in five murders. 
He was sentenced to 30 years in prison. 

Aleman is also known as Harry Mustari 
and Tony Romano. 

Tony Spilotro 

As the Chicago syndicate's main man out 
West, Spilotro coordinates the outfit's in
volvement in narcotics trafficking as well as 
gambllng and other activities, legal and 
1llegal. 

Spilotro has an arrest record dating to 
1955 for offenses, including gambling, ag
gravated battery, burglary, robbery and mur
der, but has no major convictions. 

Spilotro now is facing problems on another 
front. The federal government has filed an 
affidavit claiming he is an illegal owner of 
the Stardust and Fremont casinos in Las 
Vegas, and the Nevada Gaming Control Board 
is moving toward including his name in its 
"Black Book," which would prohibit him 
from entering Las Vegas casinos. 

Meanwhile, the Internal Revenue Service is 
seeking through court channels to gain access 
to the records of a Tucson trucking-broker
age company operated by syndicate hoodlum 
Vito Nicasio to determne if Spllotro has re
ceived unreported income from the business. 

Jack Cerone 
A top Chicago syndicate figure for decades, 

Cerone ranks a step below chairman of the 
board Tony Accardo in the present mob 
heirarchy. 

Although arrested for robbery, gambllng 
and other offenses, Cerone was not convicted 

of a felony until 1970, when he drew a five
year sentence for gambling based on testi
mony by Lewis Bombacino, a syndicate func
tionary turned FBI informant. 

Bombacino paid for the testimony with his 
life when his car was blown up in 1975 at 
a Tempe apartment complex. FBI agents said 
at the time of Cerone's sentencing they had 
learned that Cerone had ordered Bombacino's 
death. 

Federal authorities long have believed 
Cerone is bankrolling narcotics traffic from 
Mexico, including the operations of narcotics 
dealer Theodore Lawler, who ran a stolen
car-for-narcotics connection between Chi
cago and Mexico via Tucson. 

Cerone met at least twice in 1977 with the 
recently assassinated New York Mafia don 
Carmine Galante, lending credence to reports 
of narcotics trafficking by Cerone, since Ga
lante long had been strongly associated with 
heroin trafficking. But despite considerable 
effort, narcotics investigators have been un
able to nail Cerone. 

Cerone also known as "Jackie the Lackey" 
and Jon Caron!, divides his time between Chi
cago and Florida. 

Theodore Lawler 
Lawler is another in a seemingly endless 

number of people from Chicago who have a 
hand in flooding the Midwest with Mexican 
heroin. Federal authorities believe some of 
his financing comes from Jack Cerone. 

One of Lawler's rackets is to send runners 
to Tucson with stolen cars, using them as 
payment for narcotics, then flying the run
ners back to Chicago. Federal authorities say 
Lawler had enllsted at least 10 confederates 
in that pursuit. 

He has an arrest record dating to 1937 
which includes robbery as well as narcotics 
offenses. He is awaiting trial on murder and 
bank-robbery charges. 

Lawler reportedly has traveled to Mexico 
to set up the mechanics for his narcotics 
deallngs. Federal authorities say he has re
ceived large shipments of heroin from So
nora. Numbered among his associates was 
syndicate heroin peddler Michael DeMara, 
recently deceased. 

Joseph P. LoPiccollo 
"A substantial syndicate type" is the way 

one high-ranking federal law-enforcement 
official recently described LoPiccolo. 

The McClellan Committee in the 1960s re
ferred to him as "an important member of 
the Mafia, instrumental in narcotics smug
gling and wholesale distribution in associa
tion with other top echelon violators," and as 
"one of the leading members of an organiza
tion that smuggled large quantities of heroin 
into the U.S. and distributed this drug 
through organized underworld channels." 

Although law enforcement authorities 
long had considered him a major supplier 
of heroin, LoPiccolo, 60, was convicted of no 
major violations until 1958, when he was sen
tenced to 20 years in prison for possession 
or heroin. 

He was convicted in January on cocaine 
charges and sentenced to eight years in 
prison. 

LoPiccolo's ass:.ociates during the years 
have included ranking organized crime fig
ures from Florida, Chicago and New York. 

Among them are Joseph Bonanno Sr. of 
Tucson, formerly of New York; Santos Traf
ficante and Carl Fiorito of Florida. LoPiccolo 
also is connected to the infamous Herrera 
crime family which runs heroin operations 
1n the Mexican state of Durango and in 
Chicago. 

MAFIA HAS BOILED NEW ORLEANS IN LONG AND 
VIOLENT STEW 

NEW ORLEANS.-This city is best contem
plated while watching rain dripping from 
tropical foliage 1n a courtyard of the Vieux 
Carre, the SO-square-block area that is its 
oldest and its heart. 
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The city, which was the birthplace of jazz, 

st111 throbs after nightfall as that music, 
commingled now with rock and country, 
swells through 100 doorways on Bourbon 
Street and its side streets. 

Its restaurants are unsurpassed. Antoine's, 
birthplace of Oysters Rockefeller and Pom
pano en Papillote, is 150 years old and still 
operated by the family that founded it. 
Brennan's, home of the seven-course break
fast, has Eggs St. Charles (poached on fried 
trout) among the entrees and desserts in
clude strawberries suzette. 

And there is Broussard's. 
Generally recognized as one of the French 

Quarter's, finest restaurants, Broussard's is 
operated by Joseph Marcello Jr., brother of 
Carlos Marcello, the 5-foot-1 Mafia patriarch 
whose influence in the South-and particu
larly in Louisiana-is in in verse proportion 
to his size. 

Joseph Marcello was denied a liquor license 
for Broussard's five years ago by an adminis
trative officer who said the issuance of the 
license was not in the best interests of the 
community. But a. district judge overruled 
the officer, and Joseph Marcello soon had his 
license. 

"When Carlos Marcello says he has 200,000 
friends in Louisiana, he's probably right," 
remarks Aaron Kahn, who retired recently 
as head of the New Orleans Crime Commis
sion and who was, for several years, Mar
cello's most outspoken foe. 

Another New Orleans restaurant-Tony 
Angelo's-was the setting for a. little-pub
licized meeting that provided an example of 
the type of associations Kahn decries. 

In attendance at the luncheon meeting, 
Kohn says, were Joe DiRosa, a. former city 
councilman who lost a. recent mayorality elec
tion by 300 votes and who was a. candidate 
for Louisiana Public Service Commissioner; 
Vincent Bruno, who at the time was head of 
the Police Patrolman's Association of New 
Orleans; and Carlos Marcello. 

Reports by federal authorities that Mar
cello is involved in Mexican heroin trafficking 
come as no surprise to Kohn. 

Marcello's sole narcotics-related conviction 
is for se111ng marijuana in 1938, but his asso
ciates have included some of the nation's 
major heroin dealers, Kahn says. 

"There's no doubt in my mind he (Mar
cello) was mixed up in heroin," Kahn says. 

Federal law enforcement officials say they 
are equally certain that Marcello still is 
backing marijuana traffic. 

New Orleans sources recall that about five 
years ago a. Marcello underling, Frank Zam
bito, was indicted on narcotics charges in 
connection with the crash of a. World War 
II bomber in North Carolina. Zambito 
skipped the country and took up residence 
near Tampico, Tamaulipas. 

Official sources say the travels of some of 
Marcello's associates include junkets to 
Mexico and Central America-junkets they 
believe are related to narcotics trafficking. 
Cited in this context is Marcello underling 
Thomas Amato, also known as "Tomats." 

Marcello's relationship with the federal 
government has been anomalous, to say the 
least . The Tunisian-born Marcello has been 
under deportation order since 1953, but the 
government has yet to keep him out. 

"Marcello has spent a half-million dol
lars fighting deportation, and the govern
ment has spent at least a. milllon (trying 
to deport him)." Kahn said. 

Yet in 1975, it was reported that the U.S. 
Defense Department bought $1.1 million 
worth of produce from Pelican Tomato Co .. 
a firm with which Marcello has been vari
ously identified as "salesman," "publ1c rela
tions man ," and "adviser." 

Kohn calculates the overall take for the 
mob in New Orleans and its environs at 
more than $1 billion a year. Marcello and 
friends have converted the city into an in-

vestment center for Mafia organizations 
from several areas, Kahn and others believe. 

A common feeling expressed by law en
forcement personnel and others 1n New 
Orleans is frustration bordering on despair 
at the apathy of residents concerning Mar
cello's organization. 

The seeming inability of law enforcement 
to kindle interest in organized crime in the 
area may stem from the fact that residents 
of New Orleans have lived with the phe
nomenon so long that it seems a part of 
the fabric of the city. For the Mafia has 
been a. presence in New Orleans for more 
than 100 years, at least as long as it has 
been a. factor in any other American city. 

The citizenry here was outraged in 1890, 
when the Mafia was already sufficiently en
trenched to boldly murder the city's police 
chief as he walked to his home on a down
town street. 

Police Chief David Hennesey was 1n the 
middle of an investigation of Mafia activities 
when he was wounded fatally by shotgun 
blasts. Before he died he identified his as
sailants as Mafia assassins. 

Nine men were brought to trial, but 
despite a confession by one of them impli
cating several others, none were convicted. 
Members of the defense team later were con
victed of jury tampering. 

Two days after the acquittal, a notice 
signed by 61 of the city's more-prominent 
residents appeared in the morning news
paper, inviting residents to attend a mass 
meeting near the city center. 

Town fathers led the mob that gathered 
on a march to the jail, where within min
utes all those believed guilty of Hennesey's 
assassination were shot to death or hanged. 

The Gulf Coast has been the major re
ceiving point for marijuana shipments in 
recent months and much of the attention 
in the Miami, Fla .. area has focused on that 
fact. During a recent five-month period, law
enforcement personnel seized more than 300 
tons of marijuana, 20 large vessels and 
"smaller boats and vehicles too numerous 
to mention." 

"Cocaine and marijuana are the big things 
now," a state law-enforcement officer said. 

However, much of the heroin that is mak
ing its way to Florida is Mexican brown, law 
enforcement authorities say. 

Playing the same role in much of Florida 
that Marcello does in Louisiana is Santos 
Trafficante, longtime Tampa mob boss who 
maintains a residence in Miami. Two figures 
who have been involved in narcotics traffick
ing for Trafficante, federal sources say, are 
Luis "Blackie" Llerandi and Victor Acosta. 
Llerandi is now in prison. 

Federal sources in Florida believe it was 
Trafficante's underboss , Frank Diecidue, who 
issued the contract on retired Tampa police 
Sgt. Richard Cloud. The murder of Cloud 
caused a stir in Florida similar to that pro
voked by the slaying of Arizona Republic 
reporter Don Bolles in Phoenix in 1976. 

Cloud allegedly had uncovered widespread 
corruption in Tampa. Benjamin Foy Gilford , 
a one-time Baptist minister who pleaded 
guilty to shooting Cloud, claimed the mur
der was ordered by Acosta, a convicted co
caine dealer. 

Other Mexican heroin dealers in Florida, 
law enforcement authorities say, include Carl 
Fiorito, whose associates have included top 
Chicago syndicate figures, and Sam Cagnina. 

Cagnina is under indictment in Florida as 
head of a group Miami authorities believe 
has engaged in counterfeiting, forgery, extor
tion, loan sharking, hijacking, arson and 
murder. About a dozen persons have been 
indicted in connection with the operation. 

Cagnina is being sought by federal au
thorities. 

Carlos Marcello 
Marcello, longtime kingpin of New Orleans. 

along wtth Santos Trafficante of Florida is 

believed to dictate mob policy for much of 
the Southeast. Marcello rules over Texans 
Anthony Caterine and Frank Zambito, au
thorities say. 

Federal authorities say Marcello obtains 
heroin from Mexico. Among his past heroin 
connections, they say, has been the narcotics 
trafficker Alberto Sicil1a-Falcon. They refer 
to him as one of the top organized-crime fig
ures controlling narcotics operations in Mex
ico and South America. 

Marcello is one in a long line of top Mafia 
figures in a city where the history of the 
Sicilian-nurtured organization dates back a 
hundred years. 

In 1938, Marcello was convicted of posses
sion and sale of marijuana. Law enforcement 
officials said he settled a $76,380 fine against 
him for $400 and served 10 months in 
prison-the only occasion when he has served 
time. 

In 1961 , he was ordered deported by U.S. 
Attorney General Robert F. Kennedy. The 
government said Marcello had forged birth 
records claiming he was born in this coun
try. He left for Guatemala for a short time 
but soon returned. 

Deportation efforts continued ~n what has 
become a standing joke among New Orleans 
law-enforcement personnel. Only a week ago, 
the 1961 order was vacated by U.S. District 
Judge Jack Gordon, who said the Immigra
tion and Naturalization Service must recon
sider the case because its handling of the 
affair displayed "callous disregard for ethical 
standards of the worst sort." 

Marcello was charged 1n 1963 with con
spiracy to defraud the federal government, 
but was acquitted. Indicted the following 
year for bribing a juror and conspiracy to 
murder a witness, he was acquitted of the 
bribery charge and the conspiracy charge was 
dropped. 

He was charged with assault on a federal 
officer in 1966 and was sentenced to two years 
in prison and fined $2,000. He spent six 
months in a federal hospital on that charge. 

Marcello was subpoenaed in 1977 by a fed
eral grand jury in Florida probing the influ
ence of organized crime over the Interna
tional Longshoremen's Association. He was 
also subpoenaed that year by the House As
sassinations Committee in Washington. 

Underlings include Joseph Saladino, who 
ran a company called Producciones Jitomate 
in Mexico City and later headed the Pelican 
Tomato Co. in Texas. A brother, Joe Marcello 
Jr., and a son, Joseph C. Marcello, also travel 
to Mexico for Carlos, authorities say. 

Marcello is an associate of Meyer Lansky, 
top mob financier, and narcotics peddler 
Harry Clifford Dryden. 

Marty Houlttn 
Houltin calls himself the "Ace of the Drug 

Air Force," and federal authorities say the 
title is well earned. 

They say Houltin, considered to be one of 
the best small-craft pilots in the country, 
will fly anywhere for anyone if the price is 
right. They estimate he makes about $150,000 
a year when he's not in prison-where he's 
now serving time on a narcotics conviction. 

No stranger to federal authorities, Houltin 
was found by narcotics agents to be sitting in 
a hotel coffee shop checking them out as 
they held an air smuggling seminar last year 
in Tucson. 

Agents say he has flown a substantial 
amount of narcotics into the United States 
for the Chagra brothers. Lee Chagra defended 
him on the narcotics charge that resulted in 
his imprisonment. 

Victor Stadter 
Stadter, a longtime air smuggler, is a friend 

of the Marcello brothers and of Texas or
ganized crime figure Anthony Caterine, fed
eral authorities say. 

They believe it was Stadter who flew Carlos 
Marcello back into the United States after he 
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was deported to Guatemala in 1961. Marcello, 
who was born in Tunisia, returned to his 
New Orleans fiefdom to thwart further at
tempts to deport him. 

Authorities say they recently detected a 
plot to have Stadter murdered. 

They say Stadter, who has a record of nar
cotics activities, has criminal connections in 
Mazatlan and Culiacan in Mexico and in 
Guatemala, Costa Rica and Belize. 

Jimmy Chagra 
Jimmy is the brother of Lee Chagra, El 

Paso attorney shot to death recently in an 
apparent gangland slaying. According to fed
eral authorities, Jimmy was Lee's partner in 
narcotics smuggling. 

Law enforcement officials say that the 
Chagra brothers for years have operated a 
trafficking ring bringing narcotics from Mex
ico and Colombia to the United States. 

One source of financing for the Chagra 
operations, federal authorities believe, was 
Tucson Mafia don Joseph Bonanno Sr. 

The Chagras used a pool of pilots to fly 
narcotics across the border, authorities said. 

Jimmy Chagra has been living in El Paso, 
but is said to be building a home in Las 
Vegas. 

Frank J. Zambito 
Long a leading orgnized crime figure in 

the Rio Grande Valley in Texas, Zambito has 
played a major role in forging narcotics links 
between gangsters in the United States and 
Mexico, according to federal authorities. 

Indicted by a federal grand jury for con
spiracy to smuggle in more than seven tons 
of marijuana in 1974, Zambito jumped ball 
and is reportedly living in Mexico. Federal 
authorities say he was last known to be re
siding at a home near Tampico, Tamuallpa~. 

Authorities say he has met frequently with 
members of the Marcello Mafia organization, 
including Carlos Marcello's brother, Joseph, 
in Mexico. Zambito ran a McAllen, Texas, 
branch of the Pelican Tomato Co., one offi
cer of which was Marcello subordinate Joe 
Saladino. 

Other associates include narcotics trafficker 
Victor Stadter. 

FLORIDA 

Meyer Lansky 
Best known as a mob financier, Lansky 

has an association with narcotics dating back 
several decades. 

Though Lansky's only conviction of note 
was for a gambling violation in the 1950s, 
his association with organized crime dates to 
the 1920s, when he and Bugsy Siegel formed 
the B&M mob, the predecessor to Murder Inc. 

During the 1930s, the Jewish faction of 
organized crime in New York, of which Lan
sky was a member, was involved heavily in 
narcotics trafficking. His activity in the 
group earned Lansky an early ranking as a 
trafficker on the International Narcotics List. 

So Lansky's presence at a conference in
cluding many major international narcotics 
traffickers in 1970 in Acapulco should not 
have been too surprising to law enforcement 
authorities. 

While the numbers and stature of gang
sters involved in the meeting approached 
that in Appalachia, N.Y., in 1957, it drew 
comparatively little publicity. Many Canadi
an narcotics traffickers, including Frank and 
Vincenzio Cotroni, attended the meeting. 

Narcotics was a major topic of conversa
tion at the meeting, but exactly what role 
Lansky plays in the narcotics scene is still 
ill-defined. 

Santos Trafficante Jr. 
Successor to his father as head of the Mafia 

in the Tampa, Fla., area, Trafficante is one of 
a trio who according to federal authorities 
controls organized crime in much of the 
southeastern United States. The others are 
Carlos Marcello, the "little big man" of New 
Orleans, and mob financial wi2mrd Meyer 
Lansky. 

Long associated with the mob mainstay of 
gambling, Trafficante operated casinos in Ha
vana in the balmy, pre-Castro days, but was 
expelled from Cuba when Castro took over. 

Trafficante 's criminal career illustrates the 
sometimes perilous but generally well-pro
tected course of the well-heeled gangster. 

In 1953, he survived an attempt on his life 
when he was shotgunned in a car on the 
streets of Tampa. In 1954, he was convicted 
of bribing a police officer and sentenced to 
five years in prison, but the conviction was 
reversed. 

In 1957, he was a suspect in the celebrated 
shooting of Murder Inc. figure Albert Ana
stasia in a New York barber shop. That same 
year he attended the Appalachian conference, 
a gathering of about 60 high-level organized
crime figures at the New York estate of 
Joseph Barbara. 

Trafficante also has a longtime associat.ion 
with narcotics trafficking, federal officials say. 
They identify Trafficante and Marcello as 
among the top hoodlums involved in the 
narcotics traffic from Mexico. 

Sam Cagnina 
Cagnina has been at cross purposes with 

law enforcement officials for more than 20 
years--since he left the Key West police force 
under a cloud after he was accused of robbing 
a poker game at one of the key's gambling 
establishments. 

Federal authorities say that aside from 
other criminal activities, Cagnina has been 
an overseer in the Mexico heroin traffic. 

Now a fugitive, he has a criminal record 
that stretches from 1953 when he was sen
tenced to a year in prison fer conspiracy to 
violate Florid·a's lottery laws. 

A co-defendant was Harlan Blackburn, 
longtime central Florida gambling kingpin. 

In the mid-1960s, Cagnina pleaded guilty 
to robbery of an armored car. In 1967, the 
Royal Bahama police charged with with the 
holdup of a Nassau bank in which $8,700 was 
taken, but he was acquitted by a jury. 

He was acquitted again in 1973 of federal 
charges that he threatened a former associate 
of Blackburn's to keep him from testifying 
at Blackburn's trial for income tax evasion. 
In 1975, Cagnina was investigated in connec
tion with the theft of $3.5 million in Los An
geles Treasury checks, but was not pros
ecuted. 

He was a suspect in two killings, the 1974 
murders of Miami, Fla. , massage parlor owner 
George Webber, whose body was found in a 
south Dade County rock pit, and the murder 
that same year of Ronald Yaras, also involved 
in Dade County massage parlors. 

A convicted drug dealer testified that Cag
nina telephoned him early the morning after 
the Yaras' slaying to tell him that Yaras 
"sleeps with his father." Yaras' father was 
Chicago syndicate associate Dave Yaras, who 
died earlier in 1974. 

Last fall, Ramon E. Dorto pleaded guilty 
to participating in a conspiracy headed by 
Cagnina to engage in murders, arson, hi
jacking, counterfeiting, forgery, extortion 
and loansharking. 

CALIFORNIA 

20 contract killings in 4 years indicate 
growth of organized mob activities 

Twenty murders. Not barroom-brawl types, 
kill-for-profit drug rip-offs or Saturday night 
juvenile-gang shootings. 

None of the victims was robbed . None 
was raped . 

These were 20 big-time hits for a price 
against organized-crime thugs, federal 
grand-jury witnesses, known Mafia ln
formers. All were killed in California in the 
past four years. 

What they mean to law enforcement of
ficials who have investigated them is that 
organized-crime activity in California has 
turned from a tiny spore to a noxious weed . 

Twenty contract killings since 1975 is the 
most of any four-year period in the state 's 
history. 

The killings, according to federal, state 
and local authorities, document the spread 
of mob activity throughout California. Its 
swath of influence now is said to splash 
deeply into Mexico. 

Midwest and East Coast Mafia families 
have been infiltrating California during the 
past several years. Various syndicate bosses 
have made significant efforts to control il
licit activities in the state estimated to be 
worth as much as $10 billion a year . 

The California Department of Justice says 
50 known syndicate leaders--most from New 
York and Chicago-have moved into or in
vested heavily in the state during the past 
five years. This movement represents a tan
gible link between crime activities in Cali
fornia and those in several East Coast and 
Midwest Mafia families, investigators said . 

Several out-of-state organized-crime fig
ures are attempting to gain control of legiti
mate land and busir ess ventures in Califor
nia in addition to interest in 1llegal activ
ities, authorities said. 

The California investments by East Coast 
and Midwest hoods parallel an interest they 
have shown in Mexico, which is said to have 
been cultivated into a mob-operations 
center. 

Federal authorities told The Arizona Re
public that intelligence indicates East Coast 
and Midwest mobsters are involved in smug
gling narcotics from and through Mexico, 
have set up legitimate Mexican businesses 
possibly as fronts for illicit operations and 
have established direct channels to some of 
Mexico's top narcotics traffickers . 

Authorities think the mobsters also have 
bought political and police protection in 
Mexico, have developed highly mobile and 
flexible operations and operate with little 
attention from Mexican officials or the 
public. 

California's backdoor relationship with 
Mexico and its supply of marijuana, heroin 
and cocaine makes the East-West connection 
a profitable prize. 

Officials said several of California's known 
300 organized-crime figures apparently have 
established themselves as contacts for big
money hoods in the East and Midwest look
ing to do business in Mexico. The business 
connections have included 1llicit narcotics 
and arms trade, land acquisition and devel
opment, hotel management and illegal-alien 
smuggling. 

A few California crime. figures , however. 
have become active in the Mexican market 
on their own. Investigators view the move 
as a logical extension of territorial gains 
made by California mobsters during the 
past two decades. 

Whether as contacts or as entrepreneurs. 
virtually every crime syndicate in Californi.a 
has some stake in Mexico. Drugs play a siq
nificant role in the mob's overall effort, ac
cording to the California Justice Depart
ment investigators. 

Big-money markets for marijuana, heroin 
and cocaine can be found in Chicago , Cleve
land , Pittsburgh, Detroit and New Yor~<' . 

Officials think most narcotics moved 
by U .S . mobs is transported by air-carrier! 
by a thousand bush pilots hoping to make a 
quick buck, who wing their crafts over the 
border at altitudes of 50 feet to 100 feet. This 
contrasts with the movement of illicit nar
cotics by Mexican organizations, which are 
said to use cars more than aircraft. 

The usual route , authorities said, is 
through Texas, connecting to Chicago and 
then to points east. 

Organized-crime figures in California who, 
state and federal authorities think, have il
licit Mexico connections include: 

Vincent Albanese, 48, or Chula Vtsta, a 
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San Diego suburb. Authorities have linked 
him to the smuggllng of arms and weapons 
into Mexico in exchange for heroin. 

John Alessio, 68, who reportedly lives in 
Tijuana and travels extensively in Mexico 
while maintaining a residence in La Mesa, 
near San Diego. 

Frank Bompensiero, killed in a gangland 
slaying in 1977. He was involved in narcotics 
smuggling and was associated with Francisco 
Pat ron-Sing and his father , Francisco Patron
Ramirez, major Mexican narcotics traffickers. 
Authorities are not certain who wlll emerge 
as the new leader of Bompensiero's San Diego 
organization, but they said the group is well
ent renched in Southern California and prob
ably remains operational. 

Joseph Cerrito, instrumental before his 
death in 1978 in establishing a narcotics
trafficking connection between organized 
crime in the San Jose area and the Hell 's 
Angels. The Cerrito organization also is well
oiled, and authorities think it 1s operating 
at full strength. 

Louis Tom Dragna, 59, of Covina, a Los 
Angeles suburb. Authorities say Dragna is 
involved in bookmaking, gambling, narcotics 
and 11legal-alien smuggling. 

James Fratianno, 66, under federal protec
tive custody after providing information to 
law enforcement officials about the inner 
workings of the mob. He worked a deal with 
federal agents after being indicted in connec
tion with the slaying of Bompensiero. 

Carl Hammett, 38, of Spring Valley, a San 
Diego suburb. He is thought to be smuggling 
weapons into Mexico in exchange for nar
cotics. 

Frank Lambe, 58, of Fresno. Officials said 
be smuggles narcotics into the United States 
from Mexico. 

Michele Marchese , 57, of Pasadena. He is 
suspected of having been an enforcer for the 
mob in the past several years in the Los 
Angeles area. 

Angelo Marino, 55, of San Jose. He report
edly uses a cheese company he owns as a 
front for narcotics smuggling. 

Salvatore Pisello, 56, of Lake Encino, near 
Los Angeles. He reportedly represents the 
Carlo Gambino family of New York in various 
deals on the West Coast. Pisello's crime asso
ciates have included Joseph Bonanno, Sr., 
with whom Pisello reportedly met in Scotts
dale in 1977. Bonanno has been listed by fed
eral authorities as a major narcotics traf
ficker with numerous connections to drug 
sources on both sides of the border. 

Joseph Sica, 68, of Sun Valley, a Los An
geles suburb . Sica reportedly helped establish 
the California-Mexico narcotics connection 
during the late 1940s and early 1950s while a 
member of the Mickey Cohen gang. 

Bert Sparacino, 41 , of San Diego. Officials 
said he is connected to narcotics smuggling 
through the Hell's Angels. 

Edward A. Zuber, 41 , who currently is serv
ing a federal prison sentence in Lompoc, 
Calif. He was sentenced in 1975 to five years 
in prison after being convicted of fraud in 
the bilking of nearly $1 m1llion from investors 
nationwide. Federal officials said Zuber has 
been involved in importing heroin and co
caine from Mexico into California. He report
edly has associated with crime figures Meyer 
Lansky, Santos Trafficante and Sam Cagnina. 

PALM SPRINGS 

50 mob chieJtains forsake big cttie& for 
California resort community 

Mobsters who have moved into California 
during the past several years generally have 
chosen to live in metropolitan areas includ
ing Los Angeles, San Diego and San Jose. 

An exception is Palm Springs--a desert 
resort community of about 35,000 persons 
110 miles southeast of Los Angeles. 

State and federal authorities have identi
fied about 50 known Mafia leaders residing in 
the desert community. Riverside County law 

enforcement officials said more than 30 of 
them are from Chicago. 

Former California Attorney General Evelle 
Younger has estimated the Chicago syn
dicate since 1974 has invested nearly $50 
mlllion in the Palm Springs area, buying 
high-priced homes, land and a variety of 
businesses. 

Other law enforcement officials have put 
the figure at $200 mlllion. 

Some known organized-crime figures with 
Palm Springs connections are: 

Anthony Accardo, reputed boss of the Chi
cago syndicate ; Marshall Calfano, an en
forcer for Chicago organized crime; Rene 
Plccarreto, former boss of the Rochester, 
N.Y., mob and a. close associate of the Joseph 
Bonanno fam1ly; and Frank Stell1no, son
in-law of the late Nick Licata, who ruled as 
Southern California Mafia boss until he died 
in 1974. 

Also, Dominic Brookller, who once was 
considered a possible successor to Licata; 
Frank Buccieri , who was rated as a lieuten
ant in the Chicago crime famlly; Sam Scior
tino, once considered to be the No. 2 man 
in the Licata organization; and Vioncent 
Cac1, a former member of the New York syn
dicate. 

Several law enforcement officials think 
Palm Springs is a "neutral area,'' a place 
where crimes to be committed elsewhere are 
planned. 

As long as mobsters don't break laws 
in Palm Springs, they apparently aren't 
bothered. 

NEUTRAL GROUND 

Organized crime flourishing in "open terri
tory" with no designated boss ruling West 
Coast 

A phenomenon of California's flourishing 
organized crime is that it apparently is op
erating without a designated boss. 

It is considered an "open territory," where 
out-of-state mobsters can set up rackets 
without fear of igniting a territorial war-a. 
common concern in New York and Chicago 
where rackets are controlled tightly. 

But there may be rumbllngs to close down 
much of that territory. 

Investigators said law enforcement agen
cies are 81Ware of high-level Mafia meetings 
between out-of-state hoods and local crime 
figures . A purpose of these meetings , accord
ing to informers, has been establishing an 
acceptable syndicate structure in the West. 

Out-of-state organized-crime figures, in
vestigators said, also have been concerned 
about the development of roles between East 
Coast and West Coast Mafia famllles and the 
need to eliminate known informers. 

The state historically has been divided 
into three loose syndicate crime areas, or 
famllles : Southern California, San Jose and 
San Francisco. 

The last known leader of the Southern 
California family, which controls the lucra
tive markets of Los Angeles and San Diego, 
was Nick Licata, who died in 1974. He was the 
Southern California boss for five years. 

Although Dominic Brooklier, once known 
as James Regace, and Sam Sciortino have 
been mentioned as possible successors, au
thorities belleve the leading contender for 
the top spot is Louis Tom Dragna, a longtime 
Callfornia hood with deep-rooted Los An
geles ties. 

Dragna is the nephew of the late Jack 
Dragna, who, until he died in 1957, was the 
Southern California boss. Dragna is associ
ated closely with many Callfornia organized 
crime figures and has been named as a high
ranking Mafia member by the California 
State Assembly and the U.S. Congressional 
Record. · 

He was convicted of extortion in 1959 and 
has been named in connection with the 1977 
slaying of FBI informer Frank Bompensiero. 

Joseph Cerrito was the recognized boss of 

the San Jose family until his death in Sep
tember 1978. He was felled by a. heart at
tack at his exclusive Los Gatos home af,ter 
leading the San Jose syndicate for 19 yee.rs. 

Authorities say a new San Jose boss has 
not emerged. However, they indicated Jo
seph Bonanno Sr. of Tucson has made sig
nificant gains in the area during the past 
several years--operating secretly through 
various henchmen. 

There is some speculation Bonanno has 
been attempting to set the stage for his son, 
Salvatore, to move into the San Jose lime
Ught. The younger Bonanno, however, is in 
jail and has not shown many leadership ca
pabilities. 

The recognized leader of :the San Francisco 
family is James Lanza., an elderly San Mateo 
resident. Lanza has kept a low profile re
cently and his advice and permission re
portedly are necessary only for low-level or
ganized-crime figures . A successor has not 
been selected by Lanza. 

One California. organized-crime figure who 
many law enforcement officials belleve has 
manuevered himself into a. key position for 
a possible bid as boss of bosses in the state 
is Vincent Albanese. 

Albanese, 48, is thought to be a mover of 
mob money and reportedly has worked with 
CaU!ornia and out-of-state organized-crime 
figures . He operates out of Chula Vista, a San 
Diego suburb. 

Another strong contender is John Alessio, 
68-year-old former race track operator and 
land developer. Alessio maintains a home in 
Chula Vista but spends much of his time 
in Mexico. 

He spent two years 1n federal prison for 
income tax evasion involving the skimming 
of nearly $2 b1llion ln bets. 

Another out-of-state challenger is An
thony Spllotro, an underboss ln the Chica
go organization. But like the younger Bo
nanno, he has made several mistakes accord
ing to law enforcement omctals, and may not 
be in the strongest bargaining post tion. 

CALIFORNIA 

Louis Tom Dragna 
Law enforcement officials think Dragna 

may be a leading contender as the boss of the 
Southern California Mafia. A native, he has 
been associated with organized crime figures 
in the state for most of his 59 years. 

Dragna is the owner of Roberta Manufac
turing Co. in Rosemead, a Los Angeles 
suburb, and is thought to have interests in 
El-Jo Styles and hidden ownerships in a 
number of other garment firms. 

Federal and state authorities said he was 
involved in bookmaking and gambling an<1 
was suspected of smugg11ng lllegal aliens into 
the country from Mexico to work in a num
ber of garment shops. Officers said he had 
established significant Mexican connections 
and might have developed a vast network 
of narcotics trafficking. 

"We don't have a lot of information on his 
narcotics involvement," said one officer, "but 
we know he's in it." 

Dragna is the nephew of the late Jack 
Dragna, who, until his death in 1957 was the 
boss of the Southern California Mafia. He has 
been identified as a. highranking member of 
the Mafia by the California Assembly Sub
committee on Rackets, the Callfornia Orga
nized Crime Control Commission and the 
U.S. Congressional Record. 

He was convicted of extortion in 19!59. 
Dragna associates have included Joseph 

Sica, the late Frank Bompensiero, Peter 
Licavoll, Anthony Accardo, James Fratlanno 
and the late Mickey Cohen. 

James Fratianno 

Fratlanno has been tagged wtth the nick
name "Jtmmy the Weasel" for years, but ap
parently just recently lived up to the btlllng. 
He has become the FBI's highest-ranking 
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Mafia informant since Joe Va.lachi, who ap
peared before the U.S. Senate in 1963 andre
vealed the inner workings of La Cosa Nostra. 

A 66-year-old former Fresno , Calif., resi
dent, Fratianno is under federal protective 
custody. He worked a deal with the govern
ment in exchange for a reduced prison sen
tence in two gangland slayings. 

The Mafia reportedly has a $100,000 con
tract out on his life. 

Federal authorities said Fratianno headed 
a ring of organized crime figures involved in 
the importation of cocaine, heroin and mari
juana from Mexico to the United States be
fore his recent government deal. 

The ring, according to federal agents, dealt 
with Ramon Jaime, a major Mexico narcotics 
trafficker. 

Fratianno has been convicted o! robbery, 
extortion, making false statements and con
spiracy. 

Los Angeles police officials testifying be
fore a state Assembly subcommittee, called 
Fratianno "the executioner" for the mob on 
the West Coast. 

Salvatore Pisello 
Pisello works for the Carmine Consalvo 

crime organization as one of the mob's West 
Coast overseers, authorities sa.id. He 1s a 
suspected narcotics smuggler. 

According to a confidential Drug Enforce
ment Administration report, Pisello was 
named by Mexico narcotics dealer Jorge 
Asaf y Bala as his New York heroin 
customer. 

Asaf y Bala is considered a major nar
cotics trafficker in Mexico. Although cur
rently in a Mexico City prison, he continues 
to operate what officials have called a "mas
sive drug smuggling syndicate." 

Pisello, 55, maintains a home in Lake 
Encino, a plush suburb of Los Angeles. He 
is said to have associat-ed with organized 
crime figures Edward Llno and Charles 
Alaimo, two suspected narcotics dealers. 

Lino, according to federal sources, is the 
uncle of Consalvo and reportedly directs dis
tribution for the Consalvo organization. He 
is said to have traveled to Italy to arrange 
heroin shipments back to the United States. 

Alaimo reportedly received part of a 600-
pound load of heroin in Tampa, Fla., that 
came from Hong Kong, according to federal 
agents. 

Although he has no convictions, authori
ties said Pisello may be -emerging as a lead
ing figure in the movement of illicit nar
cotics between Mexico and U.S. buyers. He 
also has been linked by officers to business 
activities in Aspen, Colo. 

Pisello also has been tied by authorities 
to Angelo Marino and Vincent Albanese, two 
high-ranking California mobsters. H-e also 
reportedly met with Joseph Bonanno Sr. of 
Tucson in Scottsdale in 1977, according to 
California authorities. 

Law enforcement officials said Pisello has 
worked as the manager of the Y Roma Di
Notte Restaurant in Los Angeles. 

John Alessio 
Authorities are not certain where Al-essio 

hangs his socks at night, but they have 
called him a significant force in California's 
organized crime picture. He maintains homes 
in Tijuana, where he is said to spend most 
o! his time, and in La Mesa, a San Diego 
suburb. 

Federal officials labeled him a top con
tender for the job of boss of bosses of th-e 
California Mafia in recent confidential Drug 
Enforcement Administration reports. 

He has been involved in the ownership of 
Sunland Park and Ruidoso Downs racetracks 
in New Mexico and the Juarez Race Track 
in Cuidad Juarez. He holds a 99-year lease 
on property at Caliente Race Track in 
Tijuana. Federal and state authorities said 
Alessio was suspected of controlling a vast 
network of gambling, narcotics and book-

making activities on both sides of the 
border. 

Alessio, 68, spent two years in federal 
prison at McNeil Island, Wash., for income
tax evasion. He was convicted of skimming 
bets at Caliente and using the money to 
improve property in California. The convic
tion was in 1973 and involved nearly $2 mil
lion in unreported income over a four-year 
period. 

Federal sources have described the Sun
land Park racetrack in New Mexico, located 
near El Paso, as a major narcotics distribu
tion center. 

The Alessio family built and operated dog 
tracks at one time in Phoenix, Arizona, 
Apache Junction and Yuma. They have not 
operated in Arizona for some time, however. 

Bert Sparacino 
Authorities said Sparacino has maintained 

close ties with a number of Hell's Angels, 
giving them jobs in various bail bond agen
cies he has operated. 

Federal and state officials said the outlaw 
motorcycle connection, however, is linked 
to Sparacino's involvement in narcotics 
smuggling. 

The 40-year-old Sparacino formerly oper
ated the Genie Bail Bond Agency in San 
Diego, where he employed Gary Moen, a 
former president of the San Diego chapter 
of the Hell's Angels. Moen has been linked 
by federal officers to Carl Hammett, who is 
said to smuggle weapons into Mexico in ex
change for narcotics. 

Authorities said Sparacino most recently 
has been involved in the operation of Isaac's 
Bail Bonds in San Diego. 

He has been linked by law enforcement 
officials to organized-crime figure Frank 
Bompensiero, who was considered boss of the 
San Diego mob until he was shot to death 
in 1977 as an alleged FBI informant. An
other associate, according to authorities, is 
Angelo Marino, a leading Mafia figure in San 
Jose. 

Sparacino lives in San Diego. He was con
victed in San Jose in 1966 o! hit-and-run 
driving, in 1968 of displaying a weapon and 
in 1969 of battery. He also was convicted in 
1972 in San Diego of disturbing the peace. 

Ronald Giannoni 
Federal authorities think Giannoni is a 

major narcotics trafficker in the San Fran
cisco Bay area and, according to a confiden
tial Drug Enforcement Administration re
port, has guaranteed his source of drugs from 
Mexico with shipments of arms and weapons 
south of the border. 

The 37-year-old California resident has 
established a close working relationship with 
his 41-year-old brother Emile Giannoni. Be
sides narcotics, law enforcement officials 
think the two are involved 1n fencing stolen 
property. 

Ronald Giannoni reportedly has estab
lished ties with a number of Mafia famtlles. 
Authorities said two former contacts in
cluded Frank Bompensiero of San Diego and 
Joseph Cerrito of San Jose. Bompensiero and 
Cerrito were high-ranking Mafia bosses untn 
their recent deaths. 

The Giannoni brothers live in San Mateo, 
a San Francisco suburb. They have no 
convictions. 

Vincent Albanese 
A 48-year-old Southern Californian with 

ties to organized crime figures in four states, 
Albanese has been described by law-enforce
ment officials as a mover of mob money. 

He is associated with V & V Development 
in San Diego and reportedly has been in
volved in construction of condominiums in 
San Diego and Palm Springs. Authorities 
said Albanese was supected of fronting for a 
number of out-of-state mob figures who 
have invested in land and businesses in 
California. 

Albanese also has had frequent contact 

with Alfa Chemical Co. in Las Vegas, which 
reportedly is controlled by former Mafia 
executioner James Fratianno, now under 
government protection after working a deal 
in exchange for a reduced prison sentence 
for two gangland slayings. 

Albanese owns Vinnie 's Italian Restaurant 
in San Diego and is said to control property 
throughout the southland. 

Federal authorities, according to a con
fidential Drug Enforcement Administration 
report, think Albanese is involved in the 
smuggling of arms and weapons into Mexico 
in exchange for heroin. Agents E<aid his major 
Mexican connections were located in 
Tijuana. 

According to California authorities, Al
banese recently purchased a home in Palm 
Springs that belonged to Frank Sinatra's 
late mother. 

Carl B. Hammett 
A former president of the Hell's Angels in 

San Diego, Hammett apparently presides 
over an uneasy alliance between members of 
organized crime and the outlaw motorcycle 
club. He has been !inked by authorities to 
Mafia figures in California and. Michigan. 

The Mafia-Hell 's Angels connection was 
established and survives because the Angels 
honor an unwritten contract and are nearly 
impossible to infiltrate, said one San Diego 
County law enforcement official. The outlaw 
motorcycle gang members are said to act as 
couriers, enforcers and, occasionally, as hit 
men. 

Hammett, 38, also is alleged by federal 
authorities to be involved in the smuggling 
of weapons into Mexico in exchange for nar
cotics. San Diego County officials said he also 
was connected to the pirating and smuggling 
of S-track and cassette tapes. 

Hammett has operated a mobile marine 
service in San Diego, thought by authorities 
to be a front for smuggling activities. 

Although a Hell's Angel , Hammett has 
been linked to the Iron Horsemen Motor
cycle Gang of San Diego, who reportedly 
have been active in drug trafficking. 

His associates include Gary Moen, also a 
former president of the San Diego Hell's 
Angels chapter who reportedly has had con
tact with Mafia boss Angelo Marino of San 
Jose and Bert Sparacino, a suspected nar
cotics dealer with mob ties. 

Hammett lives in Spring Valley, a San 
Diego suburb. He was convicted in 1972 !or 
possession of dangerous drugs and in 1978 
for assault. Both convections were in San 
Diego. 

Joseph Sicc 
As the recognized leader of the four Sica 

brothers , Joseph Sica once enjoyed a "well
earned reputation" as a top racketeer special
izing in strong-arm tactics, bookmaking, nar
cotics and robbery, law-enforcement officials 
say. 

A lengthy arrest record shows convictions 
for robbery, grand theft auto, larceny, book
making and extortion. He was arrested twice 
for murder-in 1948 for the Los Angeles klll
ing of Harry "Hooky" Rother, who was shot 
down in gangster Mickey Cohen's haberdash
ery and in the 1950 slaying o! Gardena, Calif., 
attorney Samuel Rummel. Neither arrest re
sulted in a conviction. 

Sica also was among 17 persons indicted 
in the 1950s in a federal narcotics conspiracy 
case. The case collapsed, however, when a 
key prosecution witness was found shot to 
death. 

Law enforcement officials consider Sica a 
pioneer in the establishment of a narcotics 
network between California and Mexico. The 
network was created, they said, when Sica 
worked for Cohen. 

The 67-year-old mobster Uves in the Los 
Angeles area, as do brothers Frank, Alfred 
and Nunzio. The four are seen together fre
quently, authorities said. They are said to 
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be involved in bookmaking and loan-shark
ing today. 

Angelo Mari no 
Law enforcement authorities say Marino 

has been a high-ranking member of t he San 
Jose, Calif. , Mafia for several years. The Con
gressional Record listed him as a captain in 
the San Jose mob in 1969, under t he leader
ship of t he late Joseph Cerrito . 

The 55-year-old Marino owns the Cali
fornia Cheese Co. in San Jose . State Justice 
Depart ment officials said Marino might have 
est ablished a monopoly in California on cer
tain cheese products. 

Federal and state authorities also think 
Marino uses his cheese firm as a front for 
narcotics smuggling. Officials said he had 
used members of the Hell 's Angels to trans
port drugs from Mexico into the United 
States. Some of the narcotics, according to 
investigators, has been moved through the 
state in various cheese wheels t hat were hol
lowed out. 

Investigators have linked Marino to anum
ber of Mafia leaders throughout the coun
try, including Anthony Pinelli Sr., who is 
said to run the Gary, Ind., syndicate, and 
Salvatore "Bill" Bonanno, son of Mafia 
boss Joseph Bonanno Sr. of Tucson. 

Marino and Joseph Piazza, a former mem
ber of an organized crime burglary operation, 
were named last year as co-defendants in the 
gangland slaying of Peter Catelli. Catelli was 
killed in Marino's San Jose cheese factory. 

The trial , being prosecuted by the Santa 
Clara County district attorney's office, is un
der way in Lcs Angeles and is expected to last 
through December. 

Marino lives in San Jose. 
Authorities think the Hell's Angels con

nection maintained by Marino probably was 
established by Cerrito. 

Edward Zuber 
Currently in federal prison at Lompoc, 

Calif., Zuber has been identified by both fed
eral and state law-enforcement officials as a 
Los Angeles-area organized crime figure. He 
was listed in the California Organized Crime 
Control Commission report in 1978. 

Zuber's associates, authorities said, have 
included mob financial expert Meyer Lansky, 
suspected heroin trafficker Sam Cagnina and 
Miami underworld boss Santos Trafficante, 
who many consider one of the most powerful 
organized crime bosses in the Southeast 
today. 

Zuber, also known as "Big Ed," is serving a 
six-year term for conspiring to bllk Las 
Vegas' Aladdin Hotel out of $250,000 in gam
bling chips and for stock and ma11 fraud 
schemes in New York and San Diego. Au
thorities think he st111 may be active 1n 
narcotics trafficking. 

The former resident of Costa Mesa, Calif., 
has a record of stock manipulation schemes. 
He was convicted in New York in 1974 for 
mall fraud in connection with a stock ploy 
that bilked investors of $800,000. He also was 
convicted in 1970 of possession of narcotics. 

Federal authorities said Zuber was in
volved in narcotics before his 1975 fraud con
viction. They said in a confidential Drug En
forcement Administration report that he im
ported heroin and cocaine. Some officials 
think he was a contact man for narcotics for 
Trafficante. 

Michele Marchese 
Law enforcement officials think Marchese 

has been an enforcer for organized crime in 
the Los Angeles area for the past several 
years. 

The 57-year-old Pasadena resident has 
been convicted of violating federal narcotics 
laws (1958), extortion (1972) and possession 
of a tiraarm by a felon ( 1972) . 

In the firearms case, authorities said 
Marchese used a pistol to threaten a New 

York attorney who was attempting to protect 
investors in instituting bankruptcy proceed
ings for an oil company. During the trial, 
Marchese was described as a loan shark with 
organized crime connections. 

California law enforcement authorities 
think Marchese currently is involved in nar
cot ics, gambling and loan-sharking. He has 
been affiliated with a Los Angeles firm known 
as Sound Alike Music Co. 

Federal reports indicate Marchese has been 
active in narcotics in the Rosarita Beach 
area of Baja California. Drug Enforcement 
Administration officers also have reported 
seeing Marchese in the Tijuana area. 

Frank Lambe 
The former owner of a flying service in 

Fresno, Calif., called Lambair Inc., Lambe 
was convicted in 1972 of taking part in an 
airborne smugging conspiracy. He was sen
tenced with his son Anthony Lambe to three 
years in prison. 

The two were indicted in a smuggling op
eration involving transportation of 13 tons 
of marijuana into the United States from 
Mexico between 1968 and 1970, according to 
court records. 

Federal officials said Lambe, who also is 
known as Frank C. Lambetecchio, is thought 
to be smuggling narcotics again. His major 
Mexico contact, according to Drug Enforce
ment Administration agents, is Eduardo 
"Don Lala" Fernandez, a top Mexican narcot
ics trafficker. 

Lambe, 57, reportedly has connections with 
Ronald and Emile Giannoni of San Mateo, 
Calif., two brothers suspected of dealing in 
narcotics in the San Francisco Bay area. 

San Diego County law enforcement officials 
said Lambe also associated with Lawrence 
Fassler, a former Arizona narcotics trafficker 
who is now serving a life sentence at San 
Quentin for murder. Fassler was sentenced in 
the slaying of Warren Hudson, who report
edly was one of the pilots who flew for a drug 
smuggling ring headed by Fassler. 

DETROIT 

Anthony J. Giacalone 
Publicity concerning Giacalone of late has 

centered on his alleged involvement in the 
Jimmy Hoffa disappearance. Giacalone was 
identified as the man Hoffa said he was go
ing to meet the day the former Teamsters 
president vanished in July 1975. 

But federal authorities say Giacalone also 
has been involved in bringing Mexican heroin 
into the United States. 

Considered to be a ranking member of the 
Detroit Mafia hierarchy, Giacalone (also 
known as Tony Jack) has a record dating 
back 25 years and including a conviction for 
bribing a police officer. He has followed a 
long-established pattern of ascent through 
mob ranks from gambling and collection 
rackets to the point where he is believed to 
control street operations in Detroit. 

Like many hoods, he has chosen Miami, 
Fla., as his home away from home in recent 
years . 

Giacalone has been fighting to stay out of 
prison aft er being sentenced in 1976 to 10 
years and fined $30,000 for income tax eva
sion. An appeal was rejected late last year, 
but as is the case with many hoods, convict
ing Giacalone seems to have been only half 
the battle . 

KANSAS CITY 

Charles V. Carrollo 
Carrollo is a brother of ranking Kansas 

City organized-crime figure Sam Carrollo. 
Federal authorities say the Carrollo orga

nization has been active in the illicit drug 
market for 30 years. 

They say Charles was known to have visited 
Mexico City as early as 1955 and once was 
associated with an optical company there. 

Criminal associates in Mexico City in
clude Michael Spinelli and Niccolo Im
pastato. 

U.S. OFFICIALS PRAISE EFFORTS BY MEXICO TO 
STAUNCH HEROIN FLOW ACROSS BORDER 

The United States has granted approxi
mately $75 million in aid to Mexico to combat 
narcotics trafficking since it became the 
major supplier of heroin to the Uni.ted States 
about seven years ago. 

Has the investment paid off? 
Yes, says the nation's top narcotics admin

istrator, Peter Bensinger, who heads the fed
eral Drug Enforcement Administration. 

Mathea Falco, senior adviser for interna
tional narcotics matters for the State Depart
ment, and Sen. Dennis DeConcinl, D-Ariz., a 
member of the Appropriations Cominlttee's 
subcommittee on foreign operations, agree 
wi.th Bensinger. 

Bensinger says the $75 Inlllion has been 
well-spent. 

"We've seen a. tremendous decrease in 
heroin nationally," he said in an interview. 
"The percentage from Mexico of the total has 
decreased as well as the total itself." 

Three years ago, about 90 percent of the 
heroin coming into the United States was 
from Mexico. Now, Mexico heroin accounts 
for about 56 percent, he said. 

"In 1976, we were looking at 85 to 90 per
cent of seven to eight tons" a year entering 
the United States from Mexico, he said. "In 
1979, it's 56 percent of 4 .5 tons." 

Several key indicators suggest heroin use 
may be reaching its lowest point since 1970, 
Bensinger said. Purity of heroin and deaths 
by overdose are down, while price is up, indi
cating a relative scarcity of the narcotic. 

"Present purity (of the average dose) ls 
3.5 percent, which i.S the lowest it's been 1.n a 
decade," Bensinger said. "It was 6.6 percent 
in March of 1976." 

"The price in 1976 was $1.26 per milligram. 
It's now $2 .19." 

Overdose deaths have been running about 
30 a month nati.onally, compared with an 
average of 150 a month in 1976. 

"We've been very pleased with the efforts 
of the Mexican government," Bensinger said. 

The keystone of the Mexican effort against 
narcotics trafficking has been the opium 
poppy eradication program, Bensinger said. 
Although the Uni.ted States no longer par
ticipates directly in the campaign, as it did 
in its beginning, it continues to provide 
money to maintain planes and helicopters, 
purchase photographic equipment and for 
other purposes, he said. 

Bensinger also praised another key nar
cotics program, Operation Janus, a coopera
tive effort of the United States and Mexico 
to prosecute Mexican traffickers. 

Four factors must be present before an 
individual is targeted in the program, Ben
singer explained. The target must be in Mex
ico; he must be a Mexican citizen or third
country national; there must be a seizure of 
narcotics in the United States; and there 
must be a non police witness to the seizure. 

Additionally, the DEA requires that the 
target be a major violator-one of Class 1 or 
Class 2 stature, Bensinger said. 

The five-year program has produced 57 
investigations, 47 of which resulted in arrest 
warrants in Mexico, he said. Twenty-four of 
the offenders were tried and convicted, five 
were acquitted, and the remainder are in 
various stages of prosecution, Bensinger said. 

The program's success has led the DEA to 
consider using it in other countries that 
share a narcotics problem with the United 
State3, he noted. 

As coordinator for international narcotics 
matters , Miss Falco administers foreign as
sistance funds described as the "cutting 
edge" of U.S . efforts to stem the flow of 
illicit narcot ics. particularly heroin, 1nto thts 
country. 
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She stressed that the Mexican government 

has poured a good deal or its own funds into 
the eradication effort, in addition to the aid 
received !rom this country. 

"I think you cannot stress enough that 
this is really a Mexican government pro
gram," she said. "They are contributing far 
more than we are to this program. 

"DEA is not involved at all. It's been a 
year-and-a-half since they've been allowed 
to fiy. I think it's important to note that." 
The United States initially furnished planes 
and pilots in the poppy eradication pro
gram. 

Miss Falco aLso pointed out that, unlike 
the U.S. aid program to stop heroin from 
Turkey, Mexican farmers have not been paid 
to abandon their opium poppy growing. 

"The Mexican government has not request
ed any rural economic development (fund
ing)," she said. 

"The supply or Mexican heroin has been 
significantly reduced," she noted. "The con
sensus or law enforcement agents is that the 
international program is the most effective 
means we have found or decreasing the fiow 
of heroin into the country." 

DeConcini seems in complete agreement. 
"I've always believed we had to go to the 

source," he said. 
As a member or the subcommittee on for

eign operations , DeConcini has discussed 
control programs with the Mexican attorney 
general's office and the Mexican Congress. 
A year ago, he fiew over growing areas to get 
a perspective on the issue, he said. 

After his visit last year, he succeeded in 
reinstating $12 mlllion that had been cut 
!rom the U.S. budget !or narcotics control 
in Mexico, DeConcini eaid. 

He is aware or the skepticism with which 
some U.S. law enforcement officials view Mex
ican control efforts. He frequently encounters 
the skepticism, but rarely any evidence that 
it is warranted, he eald. 

"In my visits to Mexico I have been im
pressed that the Mexicans want to shed the 
reputation or being the heroin connection 
point for North America," he said. "It dam
ages them, and they reallze it ." 

He stressed that the aid given to Mexico 
isn't simoly doled out to officials. 

"We don 't give them money, we make pur
chases from them. We train their pllots. This , 
to me, is the right approach." 

DeConcini is optimistic about the pros
pects !or further reduction in the Mexican 
heroin traffic. 

"I think we can really put the squeeze 
on the supply !rom the south of the border . 
We can reduce it substantially. That 's going 
to be beneficial because it's harder to get 
it across other borders." 

The Arizona Senator believes Mexican offi
cials share his determination to curb the 
fiow. 

Whlle in Mexico a month ago, he said he 
asked members of the Mexican Congress 
whether they intend to declare a victory and 
terminate the control program in vh~w of 
the gains they have made. 

The Mexican congressmen assured him 
that their effort against heroin trafficking 
w1ll continue for the foreseeable future , he 
said.e 

FISH RESTORATION ACT OF 1979 

e Mr. RANDOLPH. Mr. President, on 
August 2, I introduced S. 1631, a bill to 
amend the Federal Aid to Sport Fish 
Restoration Act of 1950. As printed in 
the RECORD, my accompanying statement 
contained several typographical errors 
which have resulted in some misunder
standing and confusion about the pro
visions of the bill and its impact. 

So that there will be no doubt on this 
legislative proposal, I ask that my state
ment and the text of S. 1631 be printed 
in the RECORD. 

The statement and bill follows: 
By Mr. RANDOLPH (for himself and 

Mr. LONG): 
S. 1631. A bill to provide additional funds 

for certain projects relating to fish restora
tion, and for other purposes; to the Commit
tee on Environment and Public Work.l. 

FISH RESTORATION ACT Or 1979 

Mr. RANDOLPH. Mr. President, fishing is 
the most popular participator sport in our 
country. Last year, 58 m1llion Americans 
fished and, 1! historic trends continue, the 
number could double before the end or this 
century. That truly is recreation on a grand 
scale, but under present levels or support our 
aquatic resources cannot sustain this public 
use demand. 

Fishing, the wholesome, outdoor sport of 
Americans from all walks of life, could be
come, as it has in Europe, a pastime o! the 
wealthy. The legislation which I introduce 
will provide for expanded Federal-aid-to
fisheries grants to States !rom funds col
lected through "user pay" fees paid by the 
persons who share in the resource. 

The management of America's inland fish
eries resources is, as it should be , the re
sponsiblllty of the 50 States. Infiation has de
stroyed many States' ability to manage t heir 
recreational fishery . Access to public waters 
is inadequate and many boat launching areas 
are deteriorating for lack of maintenance . 
Fish hatchery production is inadequate, most 
fisheries research remains to be funded, new 
recreational lakes are needed in water
starved areas and a wide range of ot her 
proven fisheries enhancement techniques 
await funding. A recent survey of State fish
eries agencies , conducted by the organization 
or fisheries administrators, disclosed that an 
additional $75 mlllion are needed each year 
simply to sustain the present, barely ade
quate program. Meeting future demands and 
starting new programs will require even 
more funding. 

Fishing license revenues have proven to be 
inadequate to meet the need for fisheries 
management funding. In recognition of this 
problem, Congress passed the Federal Aid to 
Sport Fish Restoration Act in 1950, known as 
the Dingell-Johnson Act. This successful and 
popular act earmarks a 10-percent Federal 
manufacture-r's excise tax on most iteiUS or 
fishing tackle. Although paid by the manu
facturers , the cost is passed along to the 
fishermen as a part or the cost of the tackle 
he buys. 

The tax is collected by the Treasury De
partment and then apportioned to the Stat es 
on a matching basis (up to $3 Federal for 
each State dollar) !or fisheries restoration, 
development, enhancement and research. The 
apportionment is based on the State's total 
area and fishing license sales. No State can 
receive less than 1 percent and none more 
than 5 percent. In its 28-year history, this 
program has generated an average of about 
$10 million per year wit h less than 7 percent 
consumed !or administrative purposes. 

States have used grants to finance a con
siderable portion of their fisheries manage
ment activities. A special provision of the 
act has had the added benefit or preventing 
diversion of State fish license monies to 
other purposes. No other Federal fisheries 
program has been so successful. All States 
are heavily dependent upon this program. It 
does not generate enough funds , however, 
to do the job that must be done. Congress 
must act now to expand the funding base of 
the act in a fair and meaningful way. 

A 1970 study by Dart mouth College dis
closed that the 10-percent excise tax on 
fishing tackle was not only successful and 

well received by anglers, but was popular 
with the tackle manufacturers as well. The 
report noted, however, that the tax was un
fair because it applied to only part of the 
sport fishing industry even though all man
ufacturers benefited from the proceeds. As 
a consequence, the report recommended that 
the excise tax be extended to other products, 
including fishing boats and outboard motors. 
The author or the report noted that: 

Actually, the extension or the excise tax 
to the outboard motor industry constitutes 
the withdrawal or a. subsidy to that industry 
rather than the imposition of a burden in 
the sense that it receives the advantages of 
the Dingell-Johnson program without shar
ing the cost s with the other beneficiaries. 

Mr. President, the user-pay principle re
quires that those who enjoy the benefits 
should contribute to the program. The boat, 
motor, and boat trailer industry, should be 
brought into the program so that they can 
begin assuming their share of the Nation's 
fisheries management costs. 

Cost s w111 inevitably be passed along to 
t he consumer, and these consumers have 
indicat ed their willingness to pay. Good 
fishing sells boats and motors , so in an 
likelihood the plan will be as good !or future 
sales as it is !or future fishing. 

Accordingly, I am introducing legislation 
to amend the 1950 act by adding a 3-percent 
manufacturer's excise tax to recreational 
boats , motors, and boat trailers; and with 
the tackle industry's endorsement extend
ing the 10-percent tax to tackle Items not 
now covered. 

Under this legislation the average 11sher
man will pay only about $2 per year In 
added excise taxes to support the aquatic 
resources which provide his fishing oppor
tunity. Hunters already pay more than $3 
each in excise taxes to support their sport, 
and that investment has been spectacularly 
successful. I! our fisheries resources are to 
continue meeting the demands upon them 
they must receive the best management that 
science can provide. America's fishermen 
recognize the problem and have indicated 
t heir w1llingness to pay the bill. 

The opportunity !or "goin' fishin'" is as 
American as any legacy we have, and we 
cannot deny the same chance to future gen
erations. Expanding the financial base of the 
Dingell-Johnson Act will help to maintain 
this tradition . 

s. 1631 
Be it enacted by the Senate and House of 

Representatives of the United States of 
America in Congress assembled, That this 
Act may be cited as the "Fish Restoration 
Act of 1979." 
TITLE I-FISH RESTORATION PROGRAM 

SEc. 102. Section 1 or the Act entitled "An 
Act to provide that the United States shall 
aid the States in fish restoration and man
agement projects, and for other purposes", 
approved August 9, 1950 (16 U.S.C. 777), is 
amended by adding at the end thereof the 
following new sentence: "To the extent 
practicable, moneys apportioned to a. coastal 
State shall be equitably allocated by such a 
State between marine and fresh water fish 
projects.". 

SEc. 103. Section 2 of the Federal Aid in 
Sport Fish Restoration Act , as amended ( 16 
U.S.C. 777a), is amended by adding a new 
paragraph : 

" (e) The term 'coastal State' shall mean 
any one or the States of Alabama, Alaska, 
California, Connecticut, Delaware, Florida, 
Georgia, Hawaii, Louisiana, Maine, Mary
land, Massachusetts, Mississippi, New Hamp
shire, New Jersey, New York, North Carolina, 
Oregon, Rhode Island, South Carolina, Texas, 
Virginia, and Washington. The term also in
cludes Puerto Rico, the Virgin Islands, Guam, 
and American Samoa. 
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SEc. 104. (a) Section 3 of the Federal Aid 
tn Sport Fish Restoration Act, as amended 
(16 U.S.C. 777b), is amended to read as fol
lows: "To carry out the provisions of this 
Act, there is authorized to be appropriated 
an amount equal to the revenue accruing 
from tax imposed by section 4161 of the 
Internal Revenue Code of 1954, as amended 
(relating to sport fishing equipment and 
certain recreational boats and boating equip
ment) during fiscal year 1980 and each fiscal 
year thereafter. The appropriation made 
under the provisions of this section for each 
fiscal year shall continue available during 
the succeeding fiscal year. So much of such 
appropriation apportioned to any State for 
any fiscal year as remains unexpended at the 
close thereof is authorized to be made avail
able for expenditure in that State until the 
close of the succeeding fiscal year. An:;y 
amount apportioned to any State under the 
provisions of this chapter which is unex
pended or unobligated at the end of the 
period during which lt is available for ex
penditure on any project is authorized to be 
made available for apportionment and dis
bursement by the Secretary, without regard 
to subsection (b) of section 4, to other States 
on the basis of need to carry out the pur
poses of this Act.". 

(b) The amendment made by subsection 
(a) of this section shall take effect October 
1, 1979. 

SEc. 105. The first sentence of section 4 
of the Federal Aid ln Fish Restoration Act, 
as amended (16 U.S.C. 777e) is amended to 
read as follows: "So much, not to exceed 4 
per centum, of each annual appropriation 
made in pursuance of the provisions of sec
tion 777b of this title as the Secretary of the 
Interior may estimate to be necessary for his 
expenses in the conduct of necessary investi
gations, administration, and the execution 
of this chapter and for aiding in the formu
lation, adoption, or administration of any 
compact between two or more States for the 
conservation and management of migratory 
fishes in marine or fresh waters shall be de
ducted for that purpose, and such sum is 
authorized to be made available therefor 
until the expiration of the next succeeding 
fiscal year.". 

SEc. 106. Section 5 of the Federal Aid in 
Sport Fish Restoration Act ( 16 U.S.C. 777d) 
is amended by striking all after the period 
ending the first sentence. 

SEc. 107. Section 6 of the Federal Aid in 
Sport Fish Restoration Act, as amended ( 16 
U.S.C. 777e) is amended by adding a new 
subsection: 

" (d) The Secretary is authorized to enter 
into agreements to finance up to 75 per cen
tum of the initial costs of the acquisition of 
lands or interests therein and the construc
tion of structures or fac1llties from appro
priations currently available for the purposes 
of this Act; and to further agree to finance 
up to 75 per centum of the remaining costs 
over such a period of time as the Secretary 
may consider necessary: Provided, That the 
11ab1llty of the United States in such agree
ments shall be contingent upon the con
tinued availab111ty of funds for the purposes 
of this Act.". 

SEc. 108. Section 8 of the Federal Aid ln 
Sport Fish Restoration Act, as amended ( 16 
U.S.C. 777e) is amended by adding the desig_ 
nation "(a)" before the first sentence of the 
existing section and by adding the following 
new subsection: 

"(b) Each State may use not to exceed 10 
per centum of the funds apportioned to It 
under section 4 of this chapter to pay up 
to 75 per centum of the costs of an aquatic 
resource education program for the purpose 
ot increasing pubUc understanding of the 
Nation's water resources and associated 
aquatic life forms. The non-Federal share of 
such costs may not be derived from other 
Federal grant programs. The Secretary shall 

issue not later than the one hundred twen
tieth day after the effective date of this sub
section such regulations as he deems advis
able relative to the criteria for aquatic re
source education programs under this sub
section.". 
TITLE II-TAX ON SALE OF SPORT FISH

ING EQUIPMENT AND CERTAIN REC
REATIONAL BOATS AND BOATING 
EQUIPMENT 
SEC. 201. (a) Section 4161(a) of the Inter

nal Revenue Code of 1954 (relating to the 
imposition of tax on the sale of certain ar
ticles) is amended to read as follows: 

"(a) SPORT FISHING EQUIPMENT AND CER

TAIN RECREATIONAL BOATS AND BOATING EQUIP

MENT.-
"(1) There is hereby imposed upon the sale 

by the manufacturer, producer, or importer 
of any article of sport fishing equipment a 
tax equivalent to 10 percent of the price for 
which so sold. 

"(2) There is hereby imposed upon the 
sale by the manufacturer, producer, or 1m
porter of recreational boats and boating 
equipment a tax equivalent to 3 percent of 
the price for which so sold. 

"(3) As used in this subsection, the term 
'sport fishing equipment' means-

"(A) fishing reels, rods, fabricated poles, 
organic, synthetic, and metallic lines testing 
80 pounds or less, fishing spears, underwater 
spear guns, and items of terminal tackle in
cluding, but not limited to , leaders, artificial 
lures, baits and flies , fishhooks, bobbers, 
sinkers, snaps, drayles, swivels, underwater 
riggers, and underwater spreaders; 

"(B) fishing suppUes and accessories In
cluding, but not Umlted to, fish stringers, 
creels, bags and baskets, portable bait con
tainers, landing nets with handles not more 
than 6 feet in length and hoops not more 
than 36 inches in diameter, and gaff hooks 
with handles not more than 6 feet in length; 

" (C) fishhook dlsgorgers , scalers, rod hold
ers, line and fly dressing, fly tying materials, 
preserved packaged bait; and 

"(D) tip-ups, tilts, ice augers (both man
ual and power) , lee spuds, ice skimmers, and 
manufactured ice houses, and windshields. 

" ( 4) As used in this subsection, the term 
'recreational boats and boating equipment' 
means-

" (A) boats not more than 25 feet In length 
except hydroplanes, kayaks, and sailboats: 
Provided, That the tax imposed by this sub
section shall not be applicable to boats to 
be used chiefly for commercial purposes 
other than commercial purposes related to 
recreational fishing; 

"(B) outboard motors (both internal com
bustion and electric) , boat trailers, portable 
fish finders (including both thermometers 
and depth finders), outriggers of 10 feet or 
more in length when extended, down riggers. 
rod belts, fishing chairs, and flying har
nesses.". 

(b) The amendment made by subsection 
(a) of this section shall apply with respect 
to articles sold by the manufacturer, pro
ducer , or importer thereof beginning with 
the next succeeding quarter of the fiscal year 
following enactment of this Act.e 

THE PATENT LAW AMENDMENTS 
ACT OF 1979-S. 1679 

• Mr. DOLE. Mr. President, I am 
pleased to join my distinguished col
league from Indiana, Senator BA YH, in 
cosponsoring S. 1679, the Patent Law 
Arriendments Act of 1979. In doing so, I 
am pursuing the intent of an earlier bill 
that Senator BAYH and I introduced last 
February, "The University and Small 
Business Patent Procedures Act," S. 414. 
Both bills address themselves to the ne-

cessity to update what has clearly be
come an archaic patent system, which is 
one of the contributing factors in our 
loss of leadership in the field of innova
tion as well as that of technology 
transfer. 

Under the present system, inventors 
whose patent validity is challenged on 
the basis that it was issued without a 
complete search of the patent files, must 
go to court to defend their patents. How
ever, a catch-22 situation exists. Indeed, 
it is estimated that 2 to 28 percent of the 
search files are missing as a result of un
derfunding of the Patent and Trade
mark Office. The delays emanating from 
the often unsuccessful search for missing 
information on previous patents result 
in uncertainty over the validity of pat
ents among businesses. In addition, the 
cost of challenging patents through the 
courts is estimated to be as high as 
$250,000 for each party. 

While this legislation addresses itself 
to all patent holders, the benefits to be 
derived from it by small inventors and 
businessmen become obvious, since they 
have neither the financial means nor the 
legal apparatus to defend their patents 
at such costs. 

S. 1679 would transfer the task of re
examining challenged patents from the 
courts to the patent and trademark of
fice. The technical expertise that the 
Patent and Trademark Office has at its 
disposal would result in its ability to ex
amine the patents and make faster de
terminations based on the evidence that 
is available. Such a procedure would 
have the added advantage to unburden 
considerably the Federal court system 
whose work load is already heavy. 

The procedure would be simple. Indi
viduals who challenge an issued patent 
would be required to file a request with 
the Patent and Trademark Office for a 
modest fee. The patent holder would 
then receive notification of the chal
lenge, along with all information per
taining to the challenge. The Commis
sioner would issue his decision within 90 
days upon receipt of the request. His 
judgment would be based on three al
ternatives resulting in the following de
cisions: 

First. The challenge is found invalid
the patent is upheld and the decision 
cannot be appealed. 

Second. The patent is found to be too 
broad, the patent holder can narrow the 
patent claim. 

Third. The issued patent can be invali
dated-the patent holder can appeal. 

This legislation would not withdraw 
from the courts the option of accepting 
validity cases. It would, however, offer 
an inexpensive alternative to legal ac
tion. 

In the cases of patent challenges that 
are already pending, the courts could ei
ther retain them, or send them to the 
Patent and Trademark Office for reex
amination. 

There is no question that our patent 
system has not kept up with the increas
ing technological complexity of our 
times. I am cosponsoring this bill, know
ing that it has become imperative that a 
series of measures be taken in order to 
bring our patent system up to date.e 
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THE DULUTH GRAIN HANDLERS' 
STRIKE 

e Mr. McGOVERN. Mr. President, the 
strike of the Rock Island Railroad has 
made headlines, especially in the Corn 
Belt area of our country. Though less 
has been written about it, the grain 
handlers' strike on Lake Superior has 
probably had as much impact on the 
orderly transportation and marketing of 
grain in the Upper Midwest. For almost 
3 months, the Great Lakes ports ~ave 
been slowed down to nothing but a trickle 
of grain movement and that movement is 
only due to the unloading of cars and 
trucks by supervisory personnel at the 
eight major elevators in the Duluth
Superior area. South Dakota's State 
marketing director has calculated that 
the strike has already cost South Dakota 
farmers $280 million in lost sales and a 
depressed market. 

The Brookings (S. Dak.) Daily Reg
ister, an aggressive news reporting paper 
of rapidly expanding influence, editorial
ized on this issue in its September 12, 
1979, edition, tn a piece entitled "Time 

·for Strike Action." Though recent events 
since the publication of the editorial in
dicate that there is hope for a solution 
due to a breakthrough 1n negotiations 
with management at Grain Terminal 
Association, the largest of the eight ele
vators, the strike is not yet settled. I call 
Senators' attention to the editorial to 
which I have referred by requesting pub
lication of the text of the editorial in the 
RECORD. 

The editorial follows: 
TIME FOR STRIKE ACTION 

Almost three months a!ter Lake Superior 
grain handlers walked off the job, events have 
finally reached a point where the cost o! the 
strike to South Dakota farmers is being con
verted into dollars and cents. 

South Dakota's state marketing director 
said Monday that the strike in the Duluth
Superior area has already cost our !armers 
$280 million, an average of 44 cents per 
bushel of grain , 

It seems worth noting that a grain han
dlers' strike does not bear the immediately 
observable consequences for some of us that 
a strike by firemen or school teachers would. 

The system or South Dakota grain trans
port a few hundred mlles away from the low 
profile port of Duluth has the appearance of 
continuing to function . Although we can 
hardly conclude that they can do an adequate 
job by themselves, trains and trucks are mov
ing the early portion of the harvest well 
enough to prevent any massive outcry !rom 
farmers. 

But with area grain elevators already bulg
ing at the seams-in advance of what is ap
parently going to be a formidable row crop 
harvest-only some kind of unforeseen mir
acle w1ll prevent that situation from dete
riorating in a hurry. 

Exactly what form that deterioration is 
going to take is still beyond our grasp. But 
without question, we have yet to see the most 
serious negative effects on the grain pricing 
structure, even 1! the strike were to be set
tled today. 

As was pointed out Monday in an Asso
ciated Press story, elevators are already show
ing a reluctance to buy grain, because they 
aren't sure if they will be able to get rid 
of it later. 

Perhaps that is going to lead us into a 
situation where an unprecedented amount of 
shell corn ends up on the ground. Perhaps 
not. 

But !oresight would suggest that the less 
visible outcome of the Duluth grain blockade 
is, as we have suggested before, going to give 
this strike a prominence in a few months 
that it does not come close to having now. 

Despite the almost mind-boggling mlll1ons 
o! bushels that the elevators in the harbor 
area can hold-GTA alone has a capacity of 
some 19 mlllion bushels-all the concrete 
sllos are run. 

A few ships are waiting around !or the 
strike to end so that they can take some o! 
the backlog out. But others, who learned o! 
the strike be!ore or after their arrival there, 
have since gone elsewhere. 

The point is that it would take a lot o! 
time, even with the expeditious scheduling o! 
other vessels, to cut into that backlog. And 
the day is not that tar off when the Lake 
Superior shipping season w111 end with the 
annual harbor freeze over. 

If Midwestern farmers are to avoid what 
has all the appearances o! a catastrophe, 
there had better be some action soon. 

South Dakota Gov. William Janklow and 
agrl.culture officials here and elsewhere 
should be getting some visible support from 
the citizenry in their attempts to push mat
ters toward a solution. 

With no sign, at this writing, that the 
strike is close to a settlement, it would indeed 
appear that the job is lett for President Car
ter to do. 

And 1f state officials are unsuccessful in 
convincing him of the need !or some force
ful intervention, we doubt that Carter w1ll 
ever have been hit by a more blinding flash 
of hindsight than is going to hit him in 
coming months.e 

TAXPAYERS SHOULD NOT HAVE TO 
SUBSIDIZE INFLATION 

• Mr. DOLE. Mr. President, yesterday 
the Commerce Department reported that 
the personal income of Americans rose 
only 0.4 percent in August, at a time 
when prices are rising an average of over 
0.1 percent a month. The consequence is 
a decline in real income, another indica
tion that the economy is entering a pe
riod of recession. With severe inflation 
showing no signs of abating, the Ameri
can citizen will be squeezed uncomfort
ably between rising prices and declining 
economic growth. 

Besides running inflationary deficits, 
the Government contributes greatly to 
the taxpayer's economic burden by ex
acting a tax penalty when income keeps 
pace with inflation. Inflation of income 
pushes taxpayers into higher brackets 
where the rates are out of proportion 
to their real income. The Tax Equaliza
tion Act, s. 112, would eliminate this 
inflation tax penalty. The Senator from 
Kansas is proud to be the sponsor of 
this legislation, which would adjust the 
tax brackets for inflation and tax real 
income at stable rates. 

The opponents of the Tax Equaliza
tion Act are hard put to make an ef
fective case for their position. The citi
zen favors indexing taxes for inflation: 
Last year a Roper survey showed that 
57 percent of those polled preferred in
dexing to periodic tax cuts as a way to 
restore tax equity. More leading econ
omists and political commentators are 
supporting indexing, particularly as 
double-digit inflation takes its toll on the 
American people. Honesty, fairness, and 
fiscal responsibility are all on the side 
of tax indexing. 

What arguments, then, are mustered 
by the opponents of indexing? One of the 
most frequently heard contentions 1s 
that indexing would symbolize a sur
render to inflation. By insulating the tax 
code from the effects of inflation, says 
the opposition, you will destroy a major 
incentive to controltnflation and induce 
the public to adjust to inflation psycho
logically rather than resist it. 

Mr. President, this argument makes no 
sense. The citizen, taxpayer or not, feels 
the effects of inflation only too sharply 
whenever he makes a purchase. Further
more, the public is having to adjust to 
inflation anyway, as it unfortunately be
comes a fact of life. The fact is that the 
tax-flation penalty exacted on taxpayers 
who keep up with inflation stimulates 
higher wage demands, and thus rein
forces the inflationary psychology. Elim
inating this tax penalty will enable peo
ple to demonstrate that we can begin to 
come to grips with inflation. 

Indexing would not insulate anyone 
from inflation. As things now stand, only 
the government is truly insulated from 
inflation because it receives a windfall in 
revenues when people are inflated tnto 
higher brackets. Destroying this incen
tive for inflating the economy could work 
wonders in forcing the Government to 
moderate its spending, balance the 
budget, and demonstrate a serious com
mitment to fiscal responslbUlty. 

Tax indexing concedes nothing to in
flation. To the contrary, it is a vital step 
in the battle against inflation. As long 
as we recognize that Government, and 
not the citizen, is the problem, we must 
also acknowledge that we must eliminate 
the Government's incentive to fuel infia
tion. No one who is truly committed to 
the battle against inflation can afford to 
overlook the importance of the Tax 
Equalization Act to that battle. The sup
porters of tax indexing mean to win this 
one.e 

TESTIMONY OF SENATOR 
HATFIELD ON SALT II 

• Mr. McGOVERN. Mr. President, Sen
ator HATFIELD appeared before the Com
mittee on Foreign Relations yesterday 
to raise a cry of conscience against the 
expansion of nuclear arsenals which will 
take place under the SALT II treaty. 
Senator HATFIELD's testimony did not in
clude the voluminous charts and detailed 
tables which SALT witnesses have been 
presenting to us for weeks. Instead, Sen
ator HATFIELD appeared to bear moral 
witness to the menacing proliferation of 
nuclear anns and to the psychological 
mind -set which blinds the country to the 
dangers of new Hiroshimas. His state
ment was unusually compelling because 
Senator HATFIELD had visited Hiroshima 
only a few days after the dropping of 
the bomb. He saw and experienced what 
others only theorize about. I hope my 
colleagues will heed his impressions and 
respond to his call to question the mad 
momentum toward nuclear oblivion. I 
congratulate Senator HATFIELD on an ex
cellent and moving statement, and I ask 
to print it in the REcORD for the benefit 
of my colleagues. 

The text of the testimony follows: 
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TESTIMONY BEFORE FOREIGN RELATIONS 

COMMI'ITEE: SALT II 
On a September day in 1945 I set out in a 

small landing craft from Kure up the estuary 
to Hiroshima. We arrived to be 84llong the 
first outsiders to view the destruction of the 
bomb which had been dropped there the 
previous month. Many of those who had 
died from tha.t atomic bomb and its after 
effects had not yet been buried. 

My personal response was compounded by 
the !a.ct that the bomb, in all probabllity, 
had saved my life. I was with the naval 
forces which had been through Iwo Ji.Ina 
and Okinawa; we were scheduled to invade 
mainland Japan, with an expected huge 
number of U.S. casualties. So as we ap
proached Hiroshima, I remember wondering 
what the cost o! this act, which had probably 
preserved my life, was. 

What I saw in Hiroshima that day was 
beyond the comprehension of my mind and 
spirit. The devastation was so total, so in
discriminate, and so stark that it is difficult 
to recount my reaction. 

I witnessed then the effects of a horror 
that is too terrible to imagine. It jarred me 
to the depths of my being and burned a 
lasting image in my conscience. 

My attitudes and convictions about nu
clear weapons and the arms race are rooted 
in that experience. It is my reference point 
as I try to respond to the ongoing arms race, 
the negotiations intended to control it, and 
the SALT II treaty now being considered by 
this Committee. 

The bomb which was dropped on Hiro
shima immediately killed 78,150 people, in
jured 84,000, and demolished 62,000 build
ings. It destroyed the city. Thousands more 
died later, and today its aftermath is still 
being !elt in the lives of those who were its 
victims. 

By today's standards it was a very small 
bomb, equaling about 13 kilotons (13 thou
sand tons of dynamite) . 

Since that day, the United States has 
built an arsenal o! more than 30,000 tactical 
and strategic nuclear weapons. The 9,994 
strategic nuclear weapons of this arsenal, 
when compared according to what specialists 
call "equivalent megatonnage," meaning the 
area on the ground which is destroyed by a 
bomb, are equal to 76,363 Hiroshima bombs. 
When compared according to raw explosive 
power, our present strategic arsenal equals 
246,000 Hiroshimas. And when our entire 
stockpile is included-tactical and strate
gic-the raw explosive power equals that of 
615,385 Hiroshima bombs. The potential kill
power of this stockpile, it has been estimated, 
is sufficient to destroy all humanity not once, 
but a dozen times. 

Futuba Kltayama, who was a 33-year-old 
housewife when the atomic bomb !en on 
Hiroshima, remembers what she saw and felt: 

"Under the bridge were ftoating, like dead 
dogs or cats, many corpses, barely covered by 
tattered clothes. In the shallow water near 
the bank, a woman was lying !ace upward, 
her breasts torn away and blood spurting. A 
horrifying scene ... I wondered if the hell 
that my grandmother had told me so much 
about in my childhood had !allen upon the 
earth." 

The United States' nuclear arsenal, 
matched by a comparable Soviet arsenal. can 
now create this hell on earth tens of thou
sands o! time~. 

The stated purpose o! the strategic arms 
limitations talks, when they began more than 
a decade ago, was to bring a halt to the 
escalating quantity and quality of nuclear 
weaponry. Judged according to that goal the 
process has failed. Since we first began talk
ing about limiting nuclear weapons. the U.S. 
has tripled its strategic nuclear stockpile. 
Since the first SALT agreement was signed, 
both the U.S. and the Soviet Union have 
roughly doubled their arsenals . 

The prospects under the proposed SALT II 
treaty are no better anl in some respects 
are worse. 

Since SALT I, the United States has been 
producing 2.2 new strategic weapons per day, 
or 800 annually. During the time of SALT II, 
the United States will produce 4.9 new stra
tegic nuclear bombs each day. The rate of 
production will more than double. 

Some o! these bombs will replace existing 
ones which will be dismantled. Others will 
be net increases in the overall number of 
U.S. warheads, which will rise !rom 9,994 to 
about 13,054 by 1985. 

Specifically, these warheads will be placed 
on new U.S. strategic nuclear weapons sys
tems: 

As many as 2,840 bombs on cruise mis
siles; 

2.688 warheads on the Trident missiles; 
2,000 warheads, now likely to be 550 kilo

tons each, in the MX missiles (after 1985). 
The following replacements on existing 

weapons systems will be made : 
1,000 new and very powerful bombs placed 

on our B-52s; 
900 new Mark 12 A warheads put onto 

300 Minuteman III misslles; 
The probable replacement of the present 

3,000 warheads on our Poseidon missiles with 
3,000 new warheads. 

Thus under the terms o! the SALT II 
treaty the U.S. is able and likely to manu
facture a total number o! weapons equal 
to and perhaps even surpassing the total 
number of nuclear weapons in our present 
strategic arsenal. Including the MX war
heads. and assuming that the present Posei
don warheads are replaced wtth new ones, 
t he U.S. will produce 12,428 new nuclear 
bombs. These warheads, bullt with the SALT 
II treaty, wlll equal in their destructive 
power on the ground, 88,909 Hiroshimas. 

Since many of these new warheads will 
reolace existing ones, the net gain to our 
arsenal is less. But the rate o! U.S. strategic 
nuclear bomb production will more than 
double during the time of SALT II. 

Soviet warhead production is likewise un
restrr.ined. Under SALT II their present 4.500 
strategic warheads will be doubled. Though 
smaller in total number. many of these war
heads are more powerful in raw terms than 
thoc;e of the U.S .. although less accurate. 

I do not understand. therefore. how the 
SAT.'T' TI treaty can be heralded as a signifi
cant sten in arms control. I do not even 
~now how it can honestlv be termed a Stra
tegic Arms T.tmttation Treaty. 

It allows the arms race to coT'ltinue and to 
accelerate. What modest curtailments tt does 
impose shrink into near insignificance, in 
mv iudgment, in the !ace of what the treaty 
permits. 

This includes not only the ouantttv of nu
clear warheads which are added. but even 
more so. the qualltative leaps which wm be 
made. The new ge'1eration o! nuclear wea
pons systems. all allowed under SALT II. wlll 
grant to the U.S. an assured ability to elim
inate Soviet land-based mlsslles. As both 
sides deploy weapons capable of a first strike, 
the actual use o! nuclear weapons becomes 
all the more likely; nuclear war is put on a 
hair trigger. 

Thus SALT II !ails to reverse the two 
most central dangers of the arms race: the 
increase in weapons and the qualitative im
provements which Increase the likelihood of 
using those weapons. 

In the years which will be covered by the 
SALT II treaty, each day the possible use o! 
nuclear weapons will become a more likely 
rather than a less likely event. With first 
strike counter!orce weapons on both sides, 
the strategic environment will become in
creasingly insecure; the world will become 
less safe. 

In response to such reallttes tt ts com
monly asked, "Wouldn't this situation be 

even worse without SALT II?" But that ta 
the wrong question. 

Rather, the Senate must ask how, in giving 
advice and consent on SALT II, we can rescue 
ourselves from this desperate situation. 

We cannot merely express the hope that 
SALT III will be better. We simply do not 
have the time. Weapons with a clear first 
strike counterforce capab111ty w111 be in place 
before then. And it seems, in my Judgment, 
to be naive and foolhardy to trust that the 
negotiating process, dominated by the m111-
tary bureaucracies of both countries, wlll do 
any better in the future; in the past, it baa 
barely inched along, while the arms race ha~ 
sped us on toward oblivion. 

The Senate am.: the public have a rare op
portunity now to dramatically affect the 
course of those negotiations, reshaping them 
with the force of moral conscience and Mn
ity. It will most likely be years before we 
will have such an opportunity again. 

We must convert SALT II into an et!ective 
instrument !or stopping the nuclear arms 
race. 

The most simple way to do so is !or both 
sides to agree to stop where they now are, 
knowing that !or either side to continue 
adding to its arsenal is fruitless, meaning
less, and irrational. This recognizes that no
tions of being ahead or behind in the compe
tition !or greater global overk111 are with
out sanity or worth. 

For this reason I have introduced an 
amendment to the SALT II treaty which 
would mutually prohibit further testing, de
velopment, or deployment of any new stra
tegic weapons system not already deployed. 
It would prohibit deployment of any addi
tional number of strategic arms beyond what 
each side possesses. This moratorium amend
ment would freeze the strategic arms race; 
it would stop escalation by simply halting it. 

In so doing it would prevent the full de
ployment of first strike counter!orce weapons 
on both sides; it would stop the next and 
most dangerous step in the arms race. But 
most importantly, it would represent a joint 
declaration that this race is not worth win
ning, and that we each passed long ago the 
threshold of sanity in our nuclear weapons 
competition. 

The strategic nuclear arsenals o! both 
countries are more roughly equal now than 
they have been !or decades. Specific differ
ences still exist in accuracy, numbers of 
warheads, throw-weight, and explosive power 
of bombs. The concept of SALT II is to allow 
each side to escalate their arsenals in a 
proscribed manner in order to reach a. greater 
future parity. 

Why not instead simply stop where we are: 
and then negotiate how each side wm reduce 
their arsenals in order to eliminate any pos
sible one-side advantages. 

Though such an idea sounds fundamental, 
it has not been proposed by the U.S. nego
tiators. Neither the Soviet response, nor that 
by the U.S. Government. can be known !or 
certain until the moratorium proposal is set 
into the heart of the negotiating process. 

If adopted. such an amendment would dra
matically change the climate of the SALT 
negotiations. Obviously, its incorporation in
to the SALT II treaty would require further 
discussions with the Soviets. But those talks 
would focus, finally. on what the SALT ne
gotiations were intended to do: how to halt 
the arms race and fairly reduce our nuclear 
arsenals. It would also set an essential foun
dation to stop the menacing proliferation of 
nuclear weaoons into third world nations. 

The he!l which I witnessed at Hiroshima is 
like a small spar!{ when compared to the 
capacity !or inferno which we now possess. 
and will greatly increase. under SALT II. 

We must break free of the mindset which 
allows us to multiply the potential !or the 
horror o! Hiroshima thousands o! times over 
without any moral qualm, without any splr-
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itual hesitation, and without any deeper cry 
of conscience. 

Reverend Kiyoshi Tanimoto was just out
side Hiroshima when the bomb fell. He came 
into the city after the blast and recalls : 

"I remember people lying in the park near 
our home, swollen to two times their size, 
crying, 'Water, water!' On the right bank 
of the river where I was, everything was so 
quiet. People were lying on the ground with 
me, dead ... There was no animosity towards 
Americans, but since we saw the worst part 
of war, which had never before been seen in 
human history, we began to hate war it
self . .. . So we regretted we had been involved 
in war itself ... . We should not repeat this 
war psychology." 

I trust that the Senate could hear and heed 
these memories and break the psychology 
which so binds us to this race toward 
oblivion.e 

THE MINIMUM WAGE TODAY: HOW 
WELL DOES IT WORK? 

e Mr. WILLIAMS. Mr. President, in 1977 
Congress enacted the Fair Labor Stand
ards Amendments of 1977 which pro
vided for annual increases in the mini
mum wage for the years 1978 through 
1981, with the increase on January 1, 
1980, raising the minimum wage to $3.10 
an hour. 

Since the enactment of this legisla
tion, critics of the minimum wage law 
have argued that increases in the mini
mum wage are having a harmful effect 
on the economy by adding to inflation. 
hurting small businesses, and increas
ing unemployment, particularly among 
minorities, unskilled workers and teen
agers. 

The problems of inflation and unem
ployment, parttcularly teenage unem
ployment, are indeed critical problems 
in our society, and it is essential that 
we find effective approaches to dealing 
with these problems. However, we in 
the Congress cannot formulate effective 
national policies to deal with inflation 
and unemployment unless we have ·a 
clear understanding of the complex fac
tors which are causing inflation and un
employment, and how these factors re
late to broader social problems. 

Due to the seriousness of these prob
lems, it is essential that we carefully 
evaluate the arguments of opponents 
of the minimum wage in order to de
termine if there is any validity in their 
arguments. 

During the hearings on the Fair Labor 
Standards Amendments of 1977. testi
mony was heard from a number of econ
omists which indicated that various re
search studies on the impact of the min
imum wage on inflation and unemploy
ment have arrived at different conclu
sions, depending upon the underlying 
assumptions on which the studies were 
based. A recent indepth analysis of the 
minimum wage by Sar Levitan and 
Richard Belous entitled "More Than 
Subsistence: Minimum Wages for the 
Working Poor," has just been published 
by the Johns Hopkins University Press 
and provides us for the first time with 
a careful evaluation of the validity of 
current studies of the minimum wage 
as well as valuable insight into the re-
lation between the minimum wage, gov-
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ernment transfer programs and the en
tire welfare system. Mr. Levitan is di
rector of George Washington Univer
sity's Center for Social Policy Studies 
and chairman of the National Commis
sion on Employment and Unemploy
ment Statistics; Mr. Belous is a research 
associate at the center. 

Some of the conclusions of their study 
are summarized by the authors in an 
article entitled "The Minimum Wage 
Today: How Well Does It Work?" which 
appeared in the July 1979 issue of the 
Monthly Labor Review published by the 
Department of Labor's Bureau of Labor 
Statistics. Among the conclusions are 
the following: 

First. In examining studies which have 
been done on the minimum wage, the 
authors found that the methodology used 
in many wage fioor studies appears to be 
fiawed and their conclusions highly sus
pect. The conclusions advanced by re
searchers depend on the assumptions 
they make, as well as the variables, data, 
and equations they use. These assump
tions often reflect the normative judg
ments of the researchers. 

Second. The best evidence suggests 
that the minimum wage has net been 
a major cause of unemployment, and 
whatever job dislocation may be caused 
by the wage fioor is much less than that 
claimed by economists applying tradi
tional orthodox methodologies. 

Third. Concerning the impact of the 
minimum wage on teenage unemploy
ment, the authors found that, even with
out a minimum wage, econometric evi
dence indicates that the post-World War 
II period still would have high rates of 
youth unemployment due to the baby 
boom which occurred during that period. 
Other factors, including the general level 
of business conditions, demographic 
forces, changing societal attitudes, and 
the rise in educational attainment, all 
appear to infiuence youth labor markets 
far more than minimum wages. 

Fourth. The authors believe that Con
gress has shown restraint in determining 
the level of the minimum wage. Legisla
tion which has pegged the minimum 
wage to about 50 percent of the average 
wage in manufacturing has served to 
moderate both the negative and positive 
aspects of the minimum wage. 

Fifth. Although the minimum wage 
does result in some job dislocation, the 
social costs in most cases appear to be 
more than compensated for by the social 
benefits of the minimum wage. 

Further, the authors find that, for 
adult workers, the income gain due to 
wage fioors is far greater than any nega
tive results which may occur. For teen
agers, recent evidence indicates that the 
income gains are also greater than any 
negative employment effects. 

Sixth. While the minimum wage does 
not greatly alter the pattern of income 
distribution within the American econ
omy, it appears to have a statistically 
significant impact on reducing poverty. 
This is particularly important in light of 
the fact that, as the authors of this study 
point out, "millions of family heads are 
active workers, but they still cannot sup
port their families at a minimally ac-

ceptable level above the poverty index. 
Despite improvements, about 12 percent 
of the U.S. population continues to re
main in poverty." 

Seventh. The authors emphasize that 
the minimum wage must be considered in 
relation to other social programs. Mini
mum wages have a role in the policy mix 
of income-support programs and must be 
considered in connection with the mas
sive system of transfer payments. For 
example, the minimum wage cannot be 
separated from the problems of welfare 
programs. Without a wage floor, which is 
kept in line with inflation and growth in 
productivity, the income from welfare 
could be greater than the income from 
work and thus be a disincentive to work, 
resulting in higher welfare program 
costs. 

Eighth. They are opposed to a sub
minimum wage for teenagers. In their 
opinion, the evidence shows that the 
minimum wage has not been the chief 
cause of youth unemployment. Moreover, 
due to decreased birth rates in the 1960's 
and 1970's, the bulge of teenagers enter
ing the labor force has passed and the 
growth in the supply of young workers 
will be diminishing in the future. The 
minimum wage insures that work will be 
~n attractive alternative to unemploy
ment compensation and welfare pay
ments for young workers. 

Ninth. They support the idea of index
ing the minimum wage in order to insure 
that the protection under the minimum 
wage law will not be eroded by inflation 
or wage gains in other sectors of the 
economy. 

In conclusion, the authors of this study 
have found that "the minimum wage has 
served a highly useful function." 

Mr. President, these conclusions of 
Messrs. Levitan and Belous, which are 
based upon a careful analysis of the 
existing research on the minimum wage, 
provide strong support for the views of 
those who support the annual increases 
provided under the Fair Labor Standards 
Amendments of 1977. 

Their study shows the importance of 
looking at the minimum wage in a 
broader social context, in particular, its 
relationship to welfare programs and 
other costly transfer programs, and the 
essential role the minimum wage plays in 
alleviating poverty in our society. All of 
these factors must be considered by Con
gress in developing effective national pol
icy to deal with the problems of unem
ployment, inflation, and poverty. 

At the time the FLSA amendments 
were enacted, we recognized that the 
present state of research on the mini
mum wage is inadequate and has pro
duced conflicting results. For this reason, 
the 1977 amendments established the 
Minimum Wage Study Commission in 
order to provide more adequate answers 
to the questions raised concerning the 
minimum wage. I am grateful for the 
insight research conducted by Messrs. 
Levitan and Belous, and I intend to in
sure that it is carefully reviewed by the 
Minimum Wage Study Commission. 

Mr. President, I ask that the text of 
the article by Sar Levitan and Richard 
Belous be printed in the RECORD. 
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The article follows: 
THE MINIMUM WAGE TODAY: How WELL DOES 

IT WORK? 
(By SarA. Levit an and RichardS. Belous) 
" Work keeps at bay three great evns: bore

dom, vice and need," Volt aire wrote.1 What
ever appeal t his observat ion may have had 
two centuries ago , it falls short of univer
sal acceptance in today's economy. WhUe 
work provides self-fulfillment for some in
dividuals , many jobs s t 111 require constant 
repetition of menial and monotonous tasks. 
It is doubt ful whet her they eliminate bore
dom, considering t hat t he rewards for work 
in many cases do not free workers from Vol
taire's third ev11 of want. 

Millions of famUy heads are active work
ers, but they still cannot support their fami
lies at a minimally acceptable level above the 
poverty index. Despit e improvements, about 
12 percent of the U.S. population continues 
to remain in poverty. 

Federal, State, and local efforts are directed 
to get unemployed persons or some who are 
outside of the labor force- including public 
assistance recipient s- int o productive em
ployment. But if the wages paid are exces
sively low, then work will not keep poverty 
at bay. 

More than two out of t hree individuals in 
the poverty pool of potential workers did 
work in 1976. During 1977, more than 5 mil
lion workers were in the labor force for 40 
weeks or more, earned less than an annual
ized minimum wage, and also were members 
of families which had a tot al income of less 
than 150 percent of the poverty level.2 For 
whites , this represented almost 6 percent 
of t hose with 40 weeks or more attachment 
to the labor force; for blacks and families 
headed by women this figure exceeded 15 
percent. 

Few government policies have been r~n 
through more statistical and econometric 
tests than the minimum wage. But quantity 
is not to be confused with quality. The meth
odology used in many wage floor studies ap
pears to be flawed and the conclusions highly 
suspect. However, with recent developments 
in data collection, methodology and com
puter technology, a growing number of re
searchers have attempted to conduct more 
sophisticated statistical minimum wage tests. 
Yet, even with these advances, hard and fast 
quantitative results have remained elusive. 
Respectable studies have come down on all 
sides of the issues. 

SOME TENTATIVE FINDINGS 
The conclusions advanced by researchers 

depend upon the assumptions they make, as 
well as the variables, data, and equations 
they use. Because no one economic paradigm 
is held by all researchers, it is a natural re
sult that numerous and different basic 
models wm be applied to minimum wage in
vestigations. The analyses , admittedly re
flecting the normative judgments of the au
thors, suggest the following conclusions: 

1. The dire predictions made by neoclas
sical economic theorists concerning the im
pact of minimum wages on aggregate unem
ployment are not supported by empirical 
research. The best evidence suggests that the 
minimum wage has not been a major cause 
of unemployment. Some job loss due to the 
wage floor has been detected, but it is much 
smaller than that claimed by orthodox 
economists. 

2. However, selected labor markets may be 
more sensitive to minimum wages than 
others. Teenage labor markets, for example, 
do not appear to be immune !rom negative 
impacts caused by the floor on wages. But 
this is not the same as saying that minimum 
wages are the primary cause of youth un
employment. Even without a minimum wage, 
econometric evidence indicates that the post-

Footnotes at end of article . 

World-War-II period still would have seen 
high rates of youth unemployment. The gen
eral level of business conditions, demograph
ic forces , population migration, the influx 
of undocumented aliens, the extension of the 
welfare state, changing societal attitudes, in
cluding the entry of more women into the 
work force, and the rise in educational at
tainment all appear to influence youth labor 
markets far more than minimum wages. 
Added to these primary factors, the mini
mum wage does seem to involve some costs 
in the form of reducing youth employment 
levels. It also may be responsible in part for 
increasing the number of young workers who 
wind up with part-time jobs instead of full
time employment. There is no free lunch. 
Yet, minimum wages cannot explain the full 
extent of youth unemployment--or even 
most of it. Econometric estimates have not 
been able to agree on the size of these social 
costs. 

3. A favorite model used to "prove" the 
damaging impact of minimum wages is one 
which ignores demographic factors . In the 
language of economists, these researchers 
consider only the demand for labor but not 
changes in the supply. Analysts who have 
considered the latt er factor have often found 
that wage floor results lose any major sig
nificance. In some cases, the researchers bent 
on proving negative minimum wage impacts 
ignore the demands of the military for youth 
and the impact of training and employment 
efforts. 

4. The s t atistical conclusions about the 
wage floor also depend upon the interaction 
of supply and demand forces . The assumption 
that the economy shows a good deal of wage 
and price flexib111ty leads to the conclusion 
that minimum wages appear to have a strong 
negative impact on labor markets. However, 
if the American economy demonstrates a pro
pensity for wage and price rigidities , then 
conclusions about the harmful impact of 
minimum wages are vastly reduced . The lat
ter assumption offers a much more realistic 
picture of the economy. 

5. The varying conclusions reached by dif
ferent researchers often depend upon the 
limited aspect of t he wage floor issue a re
searcher considers. The vast majority of 
minimum wage studies have been concerned 
with the employment and unemployment ef
fects of the wage floor . Because the minimum 
wage involves job losses, it does not neces
sarily damn the statutory wage rate . These 
social costs in most cases appear to be more 
than compensated for by the social benefits 
produced by the minimum wage. The fP"' 
studies that have ventured beyond the con
fines of employment and unemployment have 
found other results caused by the minimum 
wage. For example, studies have shown that 
employers often respond to the minimum 
wage by efforts to raise productivity, im
prove training, and change work schedules. 
Despite indications that these variables have 
a dramatic impact on t he results caused by 
the wage floor , few studies have tried to !y 
vestigate these ramiflcattons. 

6. A controlling factor that has moderated 
the positive as well as the negative impacts 
of the minimum wage has been the restraint 
exercised by Congress in determining the 
level of the minimum wage . If the minimum 
wage were vastly boosted to, say, 75 pnrcent 
of the average wage in the manufacturing 
sector, then some of the dire predictions 
might become manifest. Because unemploy
ment effects have been modest with the 
minimum wage pegged to about 50 percent 
of the average wage in manufacturing, it 
does not mean it would be either safe or 
wise to set it at a much higher and untested 
relative ·level. 

7. Because minimum wages involve a trade 
off of higher wages for a slightly diminished 
opportunity to find work, one must also con
sider the income side of the minimum wage 
equation. It has only been in recent years 
that researchers have tried to deal with this 

effect. The statistical evidence indicates that 
minimum wages may produce some job loss 
and other negative results for adult workers, 
but the income gains due to the wage floor 
are far greater than any injury. 

On balance, then , adult workers appear to 
benefit from the wage floor. For teenagers, 
the tradeoff is more pronounced. While the 
income gains are clear, the opportunities to 
find full-time employment are reduced. How
ever, recent evidence indicates that even for 
young workers the income gains are greater 
than the negative employment effects .3 

8. It should not come as a surprise that the 
minimum wage does not vastly alter the pat
t ern of income distribution within the 
Ame::ican economy. It was never designed as 
a primary tool to achieve this goal , but the 
minimum wage does appear to have a statis
tically significant impact on reducing 
poverty. 

IS THERE A BETTER W 4 Y? 
A few researchers have argued that the 

wage mechanism might not be the best tool 
for meeting minimal family income needs. If 
free market forces result in income levels be
low some social minimum, then the Govern
ment could make up the difference. 

According to this view, a guaranteed in
come for working beads of households may 
have advantages over a minimum wage that 
would provide the same income. An unskilled 
and occasionally unemployed sole supporter 
of a family needs a higher minimum wage 
than does a youth working after school or a 
second family wage earner working part time. 
A guaranteed income could be more selective 
than the minimum wage, helping those with 
the most serious needs without raising 
standards for all workers and the labor costs 
for all employers. 

However, a guaranteed income is likely to 
have other undesirable effects on labor mar
ket behavior. Policymakers have thus far 
failed to design a formula that would guar
antee a basic income level without acting as 
a disincentive to work . Yet, even if this diffi
cult problem can be resolved, a guaranteed 
income does not make the minimum wage 
superfluous. There is much to be said for en
couraging people to depend upon earnings. 
rather than income support. The difficulty is 
to design a system that pays more for work
ing than not working, and a strong and effec
tive minimum wage aids in this design effort. 
Also, workers should be protected from ex
ploitation. 

In the real world, which is far different 
from economic models based upon perfect 
competition, some form of minimum wage 
regulation is required even from the point 
of view of allocative efficiency-not to men
tion equity. Equally important is the need 
to encourage workers to rise above the 
poverty threshold without relying upon in
come supplements . A guaranteed income 
without a minimum wage may also drive 
down the earnings of workers, and, rather 
than aid the working poor, the guarantee 
could be subverted into a windfall to em
ployers at the expense of the Federal budget 
deficit. The minimum wage is , therefore, 
needed as a floor to express the socially rec
ognized value of labor, rather than just to 
meet income needs. 

MAINTAINING THE WORK ETHIC 
American society appears to still place a 

high value on the work ethic. In considering 
possible welfare reform, the minimum wage 
has an important role to play ln healthy 
maintenance of this work ethic. Without a 
wage floor, kept in line with changing price 
levels and growth in productivity, the income 
gained from welfare could outpace the re
wards obtained from work for millions of 
Americans. Welfare could then become an in
creasingly rational alternative to work for a 
growing number of individuals and families. 
The choice between work and welfare ls not 
an easy decision, as the widespread inci-
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dence of supplement ing welfare wit h earn
ings from work suggests. Almost three out 
of five families receiving Aid to F'amil1es wit h 
Dependent Children have some earnings dur
ing the year. A breadwinner with three de
pendents in high welfare-benefit States such 
as Michigan and New York would need a full
time job paying in excess o! $4 per hour 
(1978 prices) to match the value o! maxi
mum combined cash support, food stamp 
grants, and other in-kind assistance !or a 
four-member family . 

For these reasons, the minimum wage can
not be separated from the issue of welfare 
reform. A change in the income-support sys
tem withollt a strong wage floor can tip the 
scales against work and result in higher 
welfare program costs. This is one reason 
quick assessments of the minimum wage 
often fail to consider all the possible forces 
at work. For example, increasing the mint
mum wage might have some 1nfiat1onary im
pact on prices. But 1f the minimum wage 
were not increased, the relative rewards from 
work would diminish, making welfare an 
attractive alternative. Not increasing the 
minimum wage could result in higher wel
fare costs and a larger budget deficit to fi
nance the programs. To the degree that Fed
eral budget deficits contribute to inflation, 
then not increasing the minimum wage 

. might also have an inflationary impact on 
the economy. Hence, the impact of the mint
mum wage cannot be considered in isola
tion from other social policies and economic 
forces . Minimum wages have a role in the 
policy mix of income-support programs. Re
search and policy proposals that fail to inter
connect minimum wages and other income 
alternatives, including the massive system o! 
transfer payments, are not dealing with a 
major part of the total picture. 

Minimum wages started as a modest effort 
to protect some of the working poor from ex
ploitation in labor markets. In a mature 
welfare state, the role of the minimum wage 
has been expanded to protect overall societal 
values by striving to make work a more 
lucrative alternative than dependence. The 
current Income support system does little 
!or the working poor, and the minimum 
wage has been the prime program designed 
!or this portion of the population. However, 
the minimum wage is not the only tool that 
could help these workers. Congress has al
ready tried other methods to complement the 
minimum wage, including an earned income 
tax credit. and a new jobs tax credit. 

Neither program removes the need for the 
minimum wage. The employee tax credit in
creases the net rewards from work efforts, 
whlle the employer tax credit is designed to 
reduce, in part, the cost o! adding workers to 
the firm. A more direct method to help the 
working poor and increase employment has 
been wage subsidy proposals. Yet interesting
ly enough, most wage rate subsidy proposals 
do not obviate the need for a vigorous mimi
mum wage program. In fact, more often than 
not the wage floor system is given an ex
plicit role In wage subsidy proposals. 

WAGE RATE SUBSIDIES 

In general, wage rate subsidies reduce the 
labor costs of an employer. Most wage sub
sidy proposals would require the Govern
ment to supplement the wages paid to desig
nated workers. The hourly payment could 
be equal to some percentage of the difference 
between a target wage and a worker's actual 
wage. With the Government picking up the 
wage eubsidy blll, the Income obtained from 
work would not be diminished and there 
would not be a negative Impact on the In
centive to work. At the same time, the net ef
fect would be to make labor a cheaper re
source for employers, and it is argued that 
the wage subsidies would induce firms to hire 
more workers and use more labor-Intensive 
production methods. Instead o! using the 

Government to regulate wages, the market 
forces of supply and demand would set wage 
rates, and the Government would pick up the 
tab to bring all earnings to a predetermined 
socially agreed target.• 

It is charged that one fault of minimum 
wage programs is that many low-wage work
ers are not also members of destitute families . 
But a wage rate subsidy system also could 
suffer from problems o! targeting protection 
to only the needy. Simulations have shown 
that a universal wage subsidy system would 
experience targeting problems stmllar to 
those of the minimum wage.6 

Many proposals peg the subsidy to the 
mimlmum wage, although the number of 
chlldren in a famlly and the cost of living 
may also be considered In determining the 
size of the subsidy. For example, a family 
head with two chlldren might have a target 
wage equal to 130 percent of the mlmimum 
wage, whlle a family head with three children 
would have a target wage equal to, say, 150 
percent of the mimum wage. 

The alternative policy tool of a youth 
subminimum wage has also been suggested. 
Conceptually, a lower youth wage mig'ht be 
a desirable ,policy, but in the 1980's it would 
be instituted at the wrong time. Beyond 
the evidence that the minimum wage has 
not been the prime factor causing youth 
employment problems, demographic forces 
argue against such a change. Due to de
creased birth rates in the 1960's and 1970's, 
the bulge of teenagers entering the labor 
force has passed, and the growth dn the 
supply of young workers will be dim1nlsh-
1ng In the future . Subsidy of the private 
sector has not resulted in significant em
ployment increases among the young. There 
are many structural, and cultural, factors 
causing high youth unemployment rates. It 
is impossible to offer work as an attractive 
alternative for young workers 1f their earn
ings are allowed to fall through the cracks 
of a modest wage floor. The Fair Labor Stand
ards Act already allows employers to pay 
full-time students, learners, and handi
capped workers at a subminimum wage. 
The exenwtions are not difficult to obtain, 
in general , but O!ften teenagers refuse to work 
at a subminimum wage. Many employers 
who could qualify !or exemptions do not 
request them, and a large number of em
ployers do not even fully utilize the ex
emptions they have received. 

For related reasons, the concept of in
dexing the minimum wage makes a good deal 
o! sense. Infiation and wage gains in other 
sectors erode the protection passed by Con
gress. Because Congress has shown a pa.ttern 
of passing a minimum wage in the region of 
roughly 50 percent of the average In the 
manufacturing sector, an index could make 
this level of FLSA protection a continuing 
reality. An index of this magnitude would 
provide a degree of minimum wage stabUtty 
in place of the current periodic legislative 
rounds with their uncertain results. If the 
Index is set too high, then some of the nega
tive consequences predicted by traditional 
economic theory might come true. But a 
modest index seems in order and would not 
hinder congressional oversight o! the FLSA 
,program. 

HOW LITTLE WE KNOW 

In the absence of an econometric break
through, it appears that we will continue to 
know a lot less about the actual effects of 
minimum wages than we would like. The 
possible margin of error remains significant. 
In the end, we are left with educated guesses 
that are nothing more than first approxi
mations. Congress has recognized that it is 
being called on to leg1slate difficult prob
lems without an adequate factual footing 
and has mandated the e51ta.bl1shment of a 
minimum wage study comrntsslon. Whlle 
this decision is to be welcomed, the caveats 
o! the commission members should be 

heeded. As one member put it: "I do not 
visualize a world in which a study is com
pleted thwt . . . wlll be generally accept· 
able .. . So even 1f we do the very best series 
of studies be prepared for cr1t1c1sm." e Wage 
floor analysis remains in part a.n art that 
cannot be totally divorced !rom value 
judgments. 

Even given these uncertainties, our con· 
elusion is that the minimum wage has served 
a highly useful function. Polley assessment is 
built on normative as well as technical foun
dations, and notions of success or !allure are 
relative. The negative splllovers caused by the 
minimum wage are too frequently overstated. 
No matter how desirable a change, it is likely 
to have some undesirable side effects. Even 
in the case of teenagers, the social costs do 
not appear to be unmanageable, although 
the costs are considerable. Based on a range 
o! studies, It appears that a 25-percent in
crease In the minimum wage would reduce 
youth employment by 3.5 to 5.5 percent.7 

Any wage losses due to unemployment must 
be balanced by the benefits, or Income gains, 
due to higher wages received by workers who 
retain jobs. Given these estimates of an In· 
elastic demand for young workers, the In· 
come gains appear to be larger than the 
social costs. 

Any wage increase in excess of Improved 
productivity contributes to a higher price 
level. Thus, raising the wage floor can add 
to 1nfiat1onary pressures. However, aside 
from unreconstructed neoclassical economic 
Ideology, there is little evidence that low
wage workers are being paid according to the 
value of their marginal product. Increasing 
the minimum wage Is not inflationary 1! It 
prevents employers taking undue advantage 
and forces more efficient and equitable use 
o! labor. Another goal of the wage floor is 
to use the Government to protect the inter
ests o! low-wage workers in an economy in 
which other groups press for wage or profit 
gains by exercising market power. In thL!I 
case, the "lnfiationary" consequences o! th• 
minimum wage may be justlfled as compen
satory, and the wage and profit gains wh1cb 
need to be checked are those won by vestfM" 
interests with market power. 
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ISN'T IT TIME TO HAVE A WOMAN 
ON THE SUPREME COURT? 

• Mr. BA YH. Mr. President, I would 
like to call to the attention of my col
leagues a very fine article appearing 1n 
the current issue of Redbook magazine 
written by a distinguished journalist 
with a unique perspective on the role 
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of women in our National Government, 
Liz Carpenter. Ms. Carpenter's article 
answers the question, "isn't it time to 
have a woman on the Supreme Court?" 
with a resounding "yes!" 

Liz Carpenter's article presents a most 
compelling examination of the impor
tance of a woman serving on the Court. 
The article is the product of a survey 
involving nearly 2,000 national, legal, and 
political leaders, who were asked to assess 
the qualifications of a group of prom
inent American women for membership 
on our highest Court. It represents one of 
the best and most thorough discussions 
I have seen of the ways in which we as a 
nation would benefit from the selection 
of a woman to serve on the Court, and I 
commend it to my colleagues. 

Mr. President, today 45,000 women are 
members of the legal profession, and 
each year law schools throughout the Na
tion are training more female attorneys. 
Eight women were selected by those sur
veyed by Redbook as possessing out
standing credentials for service on the 
Court. Looking at this impressive list-
Barbara Jordan, Judge Shirley Huf
stedler, Martha Griffiths, Prof. Ruth 
Bader Ginsburg, Eleanor Holmes Nor
ton, Patricia Roberts Harris, Judge 
Constance Baker Motley, and Carla 
Hills, one is immediately impressed with 
their individual records of accomplish
ment in the public sector, with their 
academic credentials, and importantly, 
with their extensive legal experience and 
expertise. What is more, each possesses 
the unique sensitivities and perspectives 
of women who have accomplished a great 
deal in traditionally male-dominated 
fields. 

Should President Carter be faced with 
the task of appointing a new Associate 
Justice to the Supreme Court, I hope 
that he will give the most careful con
sideration to these women and others in 
the search for the best possible ap
pointee. I ask that Ms. Carpenter's article 
be printed in the RECORD for the benefit 
of my colleagues who have not yet had 
the opportunity to read it. 

The article follows: 
ISN'T IT TIME TO HAVE A WOMAN ON THE 

SUPREME COURT? 

(By Liz Carpenter) 
The nine judges in the picture above sit 

on the highest court of the United States, 
and their decisions affect the rights of every 
citdzen. They are, in effect, in all matters 
concerning our laws and our Constitution, 
our court of last resort. Thus, they have 
power over all our citizens, all our people 
of every race, color, creed, religion, back
ground, economic class and sex. Yet every one 
of these judges is white and male but one, 
and that one is Black and male. 

Women make up 51.3 per cent of all Amer
icans. As citizens we are guaranteed justice 
under the law. But can we really believe jus
tice is being served when the country's high
est and most influential court lacks even 
one representative of the majority of its 
cttdzens? 

From the first Monday in October through 
June of each year, nine men issue approxi
mately 175 opinions interpreting laws that 
profoundly affect our individual liberties, 
reaching down to the very minutiae of our 
daily lives (determining the length of hair 
at state schools, for example, and whether 
seat belts shall be mandatory) and reaching 
Into our morals, our ethics, our way of life 

(deciding what is a fair basis by which col
leges shall admit their students, corpora
tions shall hire their workers and social
security benefits shall be pwid; ruling on 
laws of inheritance, rights of pregnant 
workers, custody of children, abortion, rape 
and alimony) . 

Yet despite its power to shape our lives 
and those of our children, there is not one 
person on the court-nor has there ever 
been-who is capable of bearing children, 
who needs to decide whether or not to be 
pregnant, who may be denied maternity 
leave and medical benefits. Not one has been 
turned away from a job, deprived of an 
inheritance or denied an educational oppor
tunity because of sex. 

The very purpose of a court with more 
than one judge--of a collegial Supreme 
Court with nine judges-is to bring the ideas 
and opinions of people of varydng life ex
periences into the decision-making process 
in order to ensure the fairness of broad and 
varied points of view. The Court was de
signed to be balanced and representative. 
In truth, in our highest court the scales of 
justice are not balanced. They are held dn 
the hands of nine men. No woman has yet 
had access to them. 

But the call is growing-from women, 
from fair-minded men, from within the ju
diciary itself-to eradicate this national dis
grace, which has survived 39 Presidents and 
101 justdces. 

Never has a President nominated a woman 
for the Supreme Court since its creation ln 
1789. Only three Presidents have named a 
woman to the level immediately below the 
Supreme Court, the United States Court of 
Appeals: Franklin D. Roosevelt named Flor
ence Allen; Lyndon B. Johnson named Shir
ley Hufstedler; and just this past spring 
Jimmy Carter named Phyllis Kravitch. As 
this issue goes to press, Carter has named 
eight women to the United States Court of 
Appeals, five of whom have already been con
firmed. He has quadrupled the number of 
women in Federal district judgeships from 
four to 16. Another half dozen women nomi
nated for judgeships are awaiting action by 
the Senate Judiciary Committee. 

Today there are 45,000 women lawyers in 
America and dozens of them are potential 
Supreme Court nominees. These are women 
at the top of their profession, teaching in law 
schools, serving in the courts and political 
life; women with more than enough creden
tials, experience and wisdom to command 
the respect of their peers and win confirma
tion from the Senate. 

The time is now. Five of the current nine 
justices are more than 70 years old. Very 
likely President Carter, who has done so well 
in appointing women lawyers to high Gov
ernment posts, will have the chance to nom
inate at least one justice. 

The time is now. I am not alone in saying 
that, nor is Redbook. To survey the national 
support for a woman justice, we submitted 
a list of qualified women candidates to 2,000 
legal and political leaders-United States 
senators and representatives, officers of both 
the Democratic and Republican national 
committees, members of the American Bar 
Association, state governors, the deans of 
ten major law schools and leaders of many 
state bar associations and special task forces 
concerned with having a representative Su
preme Court. We asked them to check the 
names they thought most outstanding and 
to suggest names of other women who they 
felt were strong candidates. Many respond
ents had no trouble listing additional quali
fied women. (See the box at right for the 
names of the eight women most widely sup
ported for nomination.) 

The names of these women may not be 
familiar to you, but how many Americans 
knew of Warren Burger, Lewis Powell or Wil
liam Rehnquist before they were named? 

The important point, though, is that there 

is wide support for having women on the 
Court both from legal experts able to evalu
ate judicial qualifications and from informed 
citizens who support a truly representative 
court system. Three former justices of the 
Supreme Court-Arthur Goldberg, the late 
Earl Warren and the late Tom C. Clark-ex
pressed their support and the first ladies of 
three Administrations-Pat Nixon, Betty 
Ford and Rosalynn Carter. 

Writing in support of the Redbook poll, 
David J. Levy, president of the State Bar of 
California, stated that "the increase of 
women lawyers brings us every day closer to 
the appointment of a woman justice"-some
thing he strongly favors. Victor Kamber of 
the AFL-C'lO's Task Force on Legal Reform 
concurred noting: "We are wasting some of 
our best talent." 

Perhaps those most aware of what is miss
ing in our fabric of justice are those few 
women who have managed to reach high 
positions in the Federal judiciary. They tell 
us that it is extraordinary how women in 
America have been limited-and they have 
indeed been limited-by what nine males 
think. 

Why do so many people feel so strongly 
that we need women on the courts? How 
have women been affected by 200 years of 
exclusion from the most important legal 
decisions. the judicial form of "taxation 
without representation"? What difference 
will women sitting on the Supreme Court 
make? How are we to answer those who think 
the Redbook poll is merely reverse sexism, a 
device for excluding men, as one of our re
spondents insisted that it was? 

To press for a. woman's appointment to 
the Supreme Court is more than asking for 
affirmative action, more than demanding 
a. highly visible symbol or winning a pOint. 
It is vital if we are to obtain true justice. 
Take a. look at the Court's decisions on 
child support, social security and equal em
ployment opportunity and you can see that 
it shapes policy in a. way that touches direct
ly all women's and men's lives. 

Members of the Court, appointed for life, 
bring a. variety of experiences to their delib
erations. But the life experiences of women 
are quite different from the life experiences 
of men, just ·as the experiences of Blacks are 
different from those of whites. 

It is only since 1967 that the Court has 
included a. Black justice, and its dellbera
tion process is stronger because of it. For 
along with his judicial learning, Justice 
Thurgood Marshall can contribute a par
ticular sensitivity and help achieve a bal
anced consensus when the Court consid
ers issues involving race, poverty and civil 
rights. In October, 1978, for example, the 
Court gave its decision on the Bakke case, 
dealing with alleged "reverse dlscrlmlna
tion" at the University of California Medi
cal School at Davis. Justice Marshall's opin
ion was undoubtedly shaped by his living as 
a Black man in white America, and tt added 
a. significant and necessary perspective to the 
Court's deliberations. 

But until the first woman justice is ap
pOinted, there is no one to bring the life 
experiences of women into the court of last 
resort, no one to sensitize fellow justices to 
the realities of women's llves , no one to 
debate privately or dissent publicly against 
the claim-repeated by Justice Powell as 
recently as the Bakke case-that equallty 
between the sexes is a. minor issue compared 
to racial equality--as 1f discrlmtnatton 
against women is not as fundamental an in
justice as discrimination against Blacks or 
other Ininorlttes. 

Unfortunately, the Court has a. long his
tory of insensitivity to women. In 1873, for 
example, when a woman attorney, Myra 
Bradwell , was dented a Ucense to practice 
law before the Illinois Supreme Court and 
appealed, the U.S. Supreme Court upheld 
this decision with dubious logic: "That God 



September 19, 1979 CONGRESSIONAL RECORD-SENATE 25313 
designed the sexes to occupy different spheres 
of action and that it [belongs] to men to 
make, apply and execute the law [is] re
garded as an almost axiomatic truth." 

Even recently, in the 1976 case of Gilbert 
v. General Electric, the Court ruled that an 
employer can deny a. female employee disa
bility pay for pregnancy leave and not be 
liable for practiclng sex discrimination, even 
though the same employer gives disablllty 
to men seeking vasectomies or hair trans
plants. Is this equal justice? 

With an all-male Supreme Court, the Con
stitution traditionally has been interpreted 
to reflect male Dias. Now we have 200 years 
of precedents, legal decisions, statutes and 
customs that reinforce women's special 
place-as a. second-class citizen. As Justice 
Brennan has acknowledged, " historically, 
women in this country have been t reated with 
romantic paternalism," and put "not on a 
pedestal but in a cage." To open the door of 
that cage, to give women a. secure and right
ful place in the Constitution, we need the 
Equal Rights Amendment. And to interpret 
and enforce that amendment in the ways 
members of Congress intended when they 
voted so overwhelmingly for it, to bring a 
new equality to the daily lives of all women 
and men, we need women at every step of 
justice, and especially at the highest step, 
the Supreme Court. 

History shows us that women cannot al
ways rely on even the most distinguished 
male justices, but it also teaches us that we 
are not as far from a. remedy as many be
lieve. Just in the past few years , women have 
begun to attain their rightful place in our 
courts. Juries now include women on prin
ciple, as a matter of fair representation. Law 
schools report that female enrollment has 
swelled, that women often outshine male 
students. From the ranks of 45 ,000 women 
lawyers in the United States, more have been 
appointed to judgeships than ever before. 
And it is a truism that the special few who 
have been elevated t o the Federal bench are 
among the most capable in the whole 
profession. 

What further credentials does the first 
woman Supreme Court justice need? In the 
past, what often seemed required was know
ing the right power broker. 

Justices are supposed to represent "our 
best," yet other factors have always entered 
into the selection. Presidents have named 
judges because they represented a particular 
section of the country or a political party or 
a particular race or religion-all in an effort 
to "balance" the Court. In 200 years the only 
"extraneous" factor that has not been con
sidered is the sex of the justices--as 1! that 
were somehow not necessary for true balance . 

In the cases of distinguished justices, ap
pointment has been based on the kinds of 
credentials and talents that the women 
named in Redbook's poll match--or top . In 
terms of education and experience, in terms 
of intellectual and personal honesty, in terms 
of legal scholarship and professionalism, they 
can sit side by side with members of the cur
rent Court. 

Those who know best, justices past and 
present, have given Redbook their own as
sessment of the most desirable qualities for 
a Supreme Court nominee: intellectual bril
liance; ab111ty to realize that the Constitu
tion is a goal , a guiding document; being 
well-read-of something more than legal 
opinions; ability to write well; ability to per
suade, which helps in securing a consensus; 
humor, particularly about oneself, which 
helps provide a sense of proportion, open
mindedness; the courage to take unpopular 
positions. 

These qualities are not carried only by the 
Y chromosome. They are found in both sexes. 

In addition, women on the Court will con
tribute to a new quality of justice that is, to 

a more sensitive and thorough examination 
of issues that touch women and men, the 
family and society. They wlll also have a 
voice in deciding which of 4,000 cases sub
mitted each year deserve to be heard. 

But at the most basic level, this is an issue 
of simple justice. Women make up 51.3 per 
cent of our citizenry. Whatever role we play 
in society-wife, worker, homemaker, prop
erty owner, retiree-we deserve nothing less 
than equal protection under the law and fair 
representation in our courts. The time has 
come for women to serve on the Supreme 
Court. 

After 200 years of allowing a basic injus
tice in our court system, it is time for us as 
an enlightened society to balance the scales 
of justice in America. 

Following are profiles of the eight women 
who led the Redbook Poll for nomination to 
the Supreme Court. 

BARBARA JORDAN 

A former Congressional representative, 
Barbara Jordan left the legislative forum at 
the age of 43 to pursue a scholarly career, but 
she remains the American woman most fa
vored to win higher office. Though she seeks 
nothing beyond serving as a professor at the 
Lyndon B. Johnson School of Public Affairs, 
she led Redbook's Supreme Court Poll this 
yeail" by a wide margin. 

Ms. Jordan's passion for the constitution 
was dramatized on home television screens 
during the House Judiciary Committee's 1974 
hearings on the possible impeachment of 
President Nixon. She declared in that majes
tic voice, "I am not going to sit here and be 
an idle spectator to the diminution, the sub
version, the destruction of the Constitution." 
She was described as the "best mind on the 
committee." 

During six effective years in the TexM 
Senate, half the bills Ms. Jordan introduced 
were enacted into law. Most were aimed at 
establishing the Texas Fair Employment 
Practicement's Commission, improving work
men's compensation and designing the state's 
first mlnimum-wage law to cover "the really 
poor-laundry workers, domestics, farm 
workers." 

The enigma of Barbara Jordan 1s that she 
walked away from national power to live in 
a remote suburb of Austin, Texas, to teach
at her insistence-small graduate seminars, 
including one on ethics, the subject that 
arouses more passion in her than any other. 

SHIRLEY M . HUFSTEDLER 

Presently serving as judge on the United 
States Court of Appeals for the Ninth Cir
cuit, Shirley M. Hufstedler, 53, is a highly 
respected jurist. Until recently she was the 
highest-ranking woman in the Federal judi
ciary. 

Since being graduated from Stanford Uni
versity's law school, where she was an honors 
student and an editor of the law review, her 
career has taken her up the judicial ladder: 
lawyer in private practice in Los Angeles , spe
cial legal consultant to the attorney general 
of California, judge of the Superior Court for 
the County of Los Angeles, associate justice 
of the California Court of Appeals, circuit 
court judge on the United States Court of 
Appeals, where she has served since 1968. 

One step away from the Supreme Court, 
Judge Hufstedler's opinions, papers and lec
tures are recognized for their clarity and 
goOd sense. 

In a lecture at New York City's Columbia 
University, Judge Hufstedler spelled out the 
challenge: "The courts offer the last hope for 
some kind of he!lring to millions of Ameri
cans. [Their] encounters with legislatures 
and bureaucracies have left them folded, 
stapled and mutilated without anyone 's lis
tening to their complaints. American courts 
are engaged in filling in the cracks that legis
latures have negligently or deliberately left 
in statutory schemes ." 

MARTHA GRIFFITHS 

At 67, Martha Griffiths, gives credit to her 
lawyer husband who "dragged me into law 
schools in the first place." There the drag
ging ended. She was off and running for ll 

seat as Congressional representative from 
Michigan. Griffiths spent 20 years in the 
House and served on the powerful Ways and 
Means Committee. 

She left Congress in 1974, now practices 
law with her husband, Hicks Griffiths, and 
serves on the boards of four corporations, in
cluding Chrysler and Burroughs. 

Ms. Griffiths is remembered for her ab1Uty 
to get Congress to pass the Equal Rights 
Amendment in 1972 after it had been stalled 
or voted down for 47 years. She "worked" 
the House for votes, trading until she had 
the necessary number. 

Earlier she successfully argued for inclu
sion of the word "sex" in Title VII of the 
Civil Rights Act of 1964, the law that she 
feels has had the most far-reaching effects 
of any passed in the last 200 years . 

"I've watched the inequities over the years," 
says Ms. Griffiths. "The laws of this country 
are discriminatory. The men who make our 
laws are mostly looking back at the tradi
tional family of thirty to fifty years ago. This 
country has changed incredibly since then. 

RUTH BADER GINSBURG 

Currently a professor of law at Columbia 
University, in New York City, Ruth Bader 
Ginsburg, 46, has served as general counsel for 
the American Civil Liberties Union . A bril
liant litigation strategist, she was founding 
director of the American Civil Liberties Un
ion women's rights project. 

She experienced discrimination firsthand 
at Harvard Law School. As a woman, even 
as a member of the law review, she was de
nied access to one section of the Lamont 
Library. She received her degree from Co
lumbla Law School. 

Ms. Ginsburg has briefed or argued and 
won most of the landmark Constitutional 
challenges to discriminatory laws based on 
sex to come before the Supreme Court. 

Author of many articles on women and 
equal rights, she is a coauthor of Sex-Based 
Discrimination, which is considered an au
thoritative source in this area. 

Asked about her success, she replied, "It's 
something much deeper than any legal talent 
I have. Equality for women is something I 
sincerely believe it right." 

ELEANOR HOLMES NORTON 

Former commissioner of New York City's 
Human Right s Commission , Eleanor Holme~'~ 
Nort on, 42, is chair of the Equal Employment 
Opportunity Commission. She is the first 
Black woman to head the nation's most pow
erful , antidiscrimination agency, and is 
known as a no-nonsense, clear-thinking ad
ministrator who gets at the root of discrimi
nation. 

Outspoken and assertive, she says, "There 
are two principles I believe in strongly. One 
is racial equality, the other is free speech." 
She spent five years as a lawyer with the 
American Civil Liberties Union and has repre
sented clients of all political persuasions, in
cluding Julian Bond, who was denied his 
Georgia legislative seat because of his out
spoken opposition to the war in Vietnam, 
and avowed segregationist, George Wallace, 
who was denied a permit for a rally in New 
York City. 

Ms. Norton's most publicized case in sex 
discrimination was winning promotions for 
60 women employees who accused Newsweek 
magazine of job discrimination. "Society is 
organized so that it depends on discrimina
tion against women," she says, and in con
trast to Justice Powell, Norton states: "Blacks 
have fel t it only in the last several hundred 
years, but for women it has been throughout 
history." 

.• 
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Eleanor Holmes went t o segrega t ed schools 
in Washington, D.C., received her B.A. from 
Antioch College, in Yellow Springs, Ohio, and 
her LL.B. from Yale Universit y in 1964. 

PATRICIA ROBERTS HARRIS 

Formerly Secretary of the Department of 
Housing and Urban Development , Patricia 
Roberts Harris, 55, was recently appointed 
Secretary of the Department of Health, Edu
cation and Welfare. After having been grad
uated with a law degree from t he District of 
Columbia's George Washington University 
ln 1960, she began her career as a trial attor
ney in the Department of Justice. Soon she 
became associate dean of st udents at Howard 
University, in Washington, D.C. President 
Johnson appointed her ambassador to Lux
embourg. After two years abroad Harris re
turned to Howard University, as dean of the 
law school. 

In 1969 Harris began to practice corporate 
law as a member of the firm of Fried, Frank, 
Harris, Shriver and Kampelman, and she was 
named to the boards of the Nat ional Bank of 
Washington, IBM and Scott Paper Company. 

During the 1972 Democratic National Con
vention her exceptional talents as an unruf
fled mediator won her applause as chairman 
of the Democratic Committee's hearing to 
revise party rules, which allowed more minor
ities and women to serve as delegates to the 
national party convention-a ruling that af
fect ed both national parties. 

When President Carter named her to the 
Cabinet as Secretary of t he Department of 
Housing and Urban Development, she was 
asked by Senator William Proxmire, "How 
can a corporate attorney like you have any 
feeling for the poor?" 

"Because this corporate attorney is the 
daughter of a railroad waiter ," she replied. 

In the President's Cabinet she is known 
as a dynamic fighter for her programs. 

CONSTANCE BAKER MOTLEY 

A U.S. District Court judge for the South
ern District of New York. Constance Baker 
Motley, 58, was named to the court in 1966 
by President Johnson . She was the first Black 
woman in U.S. history to sit on the Federal 
bench. Until very recent ly, she was the only 
Black woman so to serve . 

Judge Motley first gained national atten
tion as a civil right s lawyer, defending Mar
tin Luther King and other activitists during 
the stormy protest days in the South. As as
sociate counsel of the Legal Defense and 
Educational Fund of the NAACP, Constance 
Motley was involved in virtually all the im
portant civil rights cases of the 1960s. By 
1961 she had argued ten cases before the 
Supreme Court, and won nine of t hem. 

In 1964, as the first Black woman to be 
elected to the New York Stat e Senate, she 
concentrated on the problems of housing, 
education and employment. 

Judge Motley, the ninth of 12 children , 
attended the New Haven , Connecticut public 
schools, New York University and entered 
Columbia University Law School. Upon her 
graduation in 1946 she joined the legal staff 
of the NAACP Legal Defense and Educational 
Fund. 

CARLA ANDERSON HILLS 

One of the best-known, most respected 
women attorneys in private practice, Carla 
Anderson H1lls, 45, is a partner in a major 
Washington, D.C .. law firm. 

In 1975 she became the third woman in 
the nation's history to hold a Cabinet post, 
serving as Secretary of Housing and Urban 
Development under the Ford Administration . 
Many cricitized her appointment, pointing 
to her lack of experience in housing matters. 
However, she established a reputation as a 
quick study and a tough administrator. After 
two years she earned the respect of mayors. 
congressmen and housing representatives for 
her hard-driving administration of what had 
been a demoraltzed and inept department. 

Her first Government post in Washington 
was as assistant a t torney general in charge 
of the Justice Department's Civil Division, a 
post once occupied by Chief Justice Warren 
Burger. By all accounts , Ms. HUls did a 
highly efficient job. 

A native of California, Ms. Hills is a 
graduate of Yale Law School. 

Mrs. Hills practices law with her husband, 
Roderick Hllls , specializing in antitrust law. 
She also sits on the boards of several majcr 
corporations, including IBM and American 
Airiines.e 

SALT II STATEMENTS OF WIT
NESSES IN HEARINGS BEFORE 
THE SENATE COMMITTEE ON FOR. 
EIGN RELATIONS 

Mr. CHURCH. Mr. President, on Sep
tember 10, the committee resumed its 
consideration of key issues related to the 
SALT II Treaty. On the morning of 
September 10, Senator EIDEN's European 
Affairs Subcommittee heard from Mr. 
Paul Thyness, Mr. Patrick Wall, Mr. 
Klaas G. de Vries, and Mr. Peter Cor
terier from the North Atlantic Assembly, 
and Prof. Stanley Hoffman of Harvard 
University. In the afternoon the commit
tee heard a panel of outside experts, Am
bassador Paul Warnke, Dr. Wolfgang 
Panofsky, and Dr. Donald Brennan, dis
cuss SALT and arms control. 

On September 11, the committee-in 
executive session-heard from three 
leading critics of the SALT II Treaty: 
Paul Nitze, Lt. Gen. Edward Rowny and 
Adm. Elmo R. Zumwalt. In the after
noon the committee examined, in open 
session, ICBM issues related to SALT II. 
Appearing before the committee were 
Jan Lodal, Michael May, and Paul Nitze. 

The committee's final hearing last 
week on September 12, concerned the 
administration's decision on the "race
track" basing mode for the MX missile. 
Two administration officials-Under 
Secretary William Perry of the Defense 
Department and Ambassador Ralph 
Earle II, Chairman of the U.S. SALT 
delegation-testified. 

This week the committee is hearing 
from Members of Congress on the SALT 
II Treaty and Secretary of Defense 
Harold Brown on defense expenditures. 

Mr. President, I ask that the state
ments of the witnesses cited above be 
printed in the RECORD at this point. 

The statements follow: 
STATEMENT BY HON . PAULTHYNESS 

The North Atlantic Assembly is a semi
official organisation of parliamentarians that 
was started 25 years ago-five years after the 
signing of the NATO Treaty-by a number 
of European and Canadian members of par
liament soon joined by a number of promi
nent Senators and Congressmen from the 
United States, who felt that parliamentari
ans in a modern democracy have an increas
ingly important role to play in questions of 
foreign policy and defence as intermediaries 
between governments and people. To dis
charge these duties members of parliament 
needed a forum to provide a greater active 
involvement in the affairs of the Alliance, 
independent sources of information and 
broad contact with their colleagues from 
Allied nations. 

The organisation was first known as "The 
NATO Parliamentarians' Conference" and 
grew from an annual meeting to a permanent 
body that assumed the name of the North 

Atlantic Assembly in 1966. It has a bureau 
consisting of a President, three Vice-Presi
dents and a Treasurer, one of whom must 
always be a North American. The bureau is 
supported by a Standing Committee of one 
representative of each national delegation, 
and an international secretariat situated 1n 
Brussels. 

The Assembly works through five main 
committees: Political, M111tary, Economic, 
Scientific and Technical , and Education, Cul
tural Affairs and Information Committees. 
These committees in turn may establish sub
committees for dealing with specific issues. 

The group meeting with you today has 
been called- for want of a better name--a 
Presidential Working Group. It has for vari
ous reasons not been set up as a sub-com
mittee by the ordinary procedure, and It 
cannot speak for the North Atlantic Assem
bly as such. Its main task is to co-ordinate 
preparations for the discussions on strategic 
arms limitations and theatre nuclear mod
ernisation at the Assembly's annual plenary 
session in Ottawa in late October this year. 

While it cannot speak for the Assembly 
it is, however, a singularly representative 
group comprising the Chairman and General 
Rapporteur of the M111tary Committee, the 
General Rapporteur of the Political Com
mittee and the President of the Assembly. 
These four people come from two of the 
greater European Allies, United Kingdom 
and the Federal Republic of Germany, and 
two small All1es , the Netherlands and 
Norway. 

Two are Conservative, two are Social Dem
ocrats. One Conservative and one Social Dem
ocrat belong to parties in government and 
one of each to parties in opposition. And we 
are all four of us deeply concerned with 
politico-m111tary affairs in our respective 
parliaments. 

With the Committee's permission I would 
now like to turn to my views and impressions 
of the substance of the matter before us, i.e. 
European reactions to SALT II. 

I think it is correct to say that broadly 
speaking both detente and arms control 
measures have over the years been more pop
ular issues with European politicians and 
voters than with their North American coun
terparts. There are a number of reasons !or 
this. One is that the European nations indi
vidually cannot match the Soviet Union mil
itarily. The United States can, and NATO 
collectively can, but dependence on others 
will never breed that deep sense of self-re11-
ance that comes from a knowledge of being 
able to go it alone if necessary. No European 
nation can do that, and this fact naturally 
colours European thinking. Another reason 
is that the European nations are very much 
aware that they would be the first casualties 
in any armed conflict between the Warsaw 
Pact and NATO. And Western Europe, with 
its small, densely populated territory, has 
been engulfed in devasting wars twice al
ready in this century. 

This attitude must not be confused with 
appeasement or defeatism. For instance in 
Norway--one of your smallest Allies and one 
of the two with a common border with the 
Soviet Union-recent polls have shown 84% 
of the people to support our m111tary defence 
and 65 % actively to support our membership 
in NATO. There 1s no tendency to uncritical 
accommodations to Soviet wishes. But the 
perspective is somewhat different from the 
one commonly found on this side of the At
lantic. For Europeans a normalisation of 
East-West relations and a dialogue between 
the super-powers is viewed more pragmatic
ally and has a somewhat deeper and more 
immediate significance than is felt by most 
Americans. 

On this background Europeans welcomed 
the SALT process from the start, and Euro
pean reactions to the SALT II treaty as it 
has emerged have been markedly favourable. 
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There are of course critical voices to be heard, 
but they are few. For the most part European 
support for SALT II has been overwhelming. 

The more generalised crt ticlsm that sur
faces from time to time 1s directed against 
the treaty for not being what ls was never 
intended to be, viz. a treaty designed to en
h&nce the security of Western Europe spe
cifically and directly. The primary impulse 
behind the SALT process has been to secure 
limitations on the intercontinental nuclear 
systems, traditionally termed "strategic" sys
tems. This dividing of nuclear weapons sys
tems into "strategic" and "tactical" ls 1m
precise and generally unsatisfactory, ln that 
lt leaves out nuclear systems aimed at West
ern Europe. For that reason and with con
siderable merit lt has lately become fashion
able to speak of "Eurostrateglc'' systems. But 
this ls a fairly recent development, and the 
fact remains that the negotiations have not, 
until the very last stage, involved systems of 
direct and specific relevance to the European 
theatre. It wlll be remembered that the 
United States consistently, and with full con
currence of her European Allles, has rejected 
Soviet efforts to include U.S. systems based 
ln Europe. It wlll inevitably distort the pic
ture lf this historic perspective on the SALT 
II treaty ls forgotten. 

'l'hls ls not to say, however, that the central 
nuclear balance ls not a relevant European 
concern. These systems represent the final 
and indispensable guarantee for the security 
of Western Europe, and an agreement that 
affects this balance also effects European 
security. But apart !rom the tiny minority 
that specialises in the somewhat arcane 
world of strategic theory where the conclu
sions one reaches fairly often are of doubtful 
relevance to the affairs of living and breath
ing men, most Europeans are content to 
study the treaty in its broadest terms. These 
appear to indicate that SALT II does estab
lish a position of "essential equivalence" 
where advantages for one side in certain 
areas are balanced by concessions ln others. 
It ls extremely difficult to see how, as some 
critics assert, the United States ls moving 
into a position of strategic inferiority. Nor 
have I seen lt substantiated that the treaty 
in any way undermines or diminishes the U.S. 
guarantee to Europe. That guarantee has 
always been a. question of trust, unknowable 
and unprovable, to us and to the Warsaw 
Pact, and nothing ln the treaty challenges 
that basic trust. I would like to go on rec
ord as one who feels this trust, and I know 
that my belief is shared by the overwhelm
ing majority of my countrymen. 

I think lt must be accepted that over the 
last decade the m111tary balance has tilted 
slgnlftcantly in favour of the Warsaw Pact, 
leading to considerable uneasiness ln most 
Western European countries. In Norway our 
worry is mainly concerned with the Soviet 
naval bulld-up, ln other countries the focus 
ls more on Soviet superiority ln armour and 
more recently on superiority ln theatre nu
clear forces. The need to redress the balance 
has become pressing before the gap creates a 
situa.tion in which Western Europe becomes 
highly vulnerable to Soviet pressure. This 
means that there is a need for a costly mod
ernisation of conventional and theatre nu
clear forces ln Europe, but hopefully kept 
within reasonable bounds by substantial arms 
control measures--MBFR and SALT III. But 
the gateway to SALT III is obviously SALT 
II, and it ls difficult to believe that MBFR 
could continue ln the wake of a defeat of 
SALT II. Without SALT II the watch will be 
put back several years and the cllmate for 
negotiations wm inevitably deteriorate to a 
point where we ln fact will only be left with 
the one option of matching the Soviet bulld
up a.t all levels, strategic, theatre nuclear or 
Eurostrateglc and conventional. 

This ln a no-SALT environment may prove 
to be a very difficult task, and much more 
than with a SALT II trewty in the back-

ground. I seriously question the posslblllty of 
persuading European public opinion to back 
nuclear and convellltional modernization lf 
the United States rejects the SALT II trea.rty. 
In my opinion the acceptance of SALT II 
would not produce a climate ln western Eu
rope that would undermine mllltary vigi
lance; ra.ther, Lt would signlty a willingness 
on the part of the Western World to go along 
with serious arms control measures and a 
reluctance to participate ln an unrestrained 
arms race that could erode public support for 
malntalnlng an adequa.te defence posture. 

Meeting the Eurostrateglc requirements 
wlll also require active participation on the 
part of the United States. Except for the 
Brlltish and French nuclear forces lt is the 
United States that holds the nuclear um
brella over Western Europe. This of course ls 
of crucial importance to prevent a total de
feat for our civ111zation. But the strategic 
nuclear systems are last resort forces, and 
not forces that directly counter-balance the 
kind of pressure tha.t the Soviet Union can 
exert on Western Europe on the basis of con
ventional superiority backed by a superior 
theatre nuclear capab111ty. 

That balance can only be achieved with 
American participation at all levels. Without 
SALT II Europeans may have reason to fear 
that the United States wlll have to pour so 
much money and effort into the strategic 
arms race that the oontrlbution to the de
fense of Western Europe wlll suffer. 

Seen through European eyes lt ls obviously 
a much more attractive alternative to get 
some measure of stab111ty in the strategic 
balance through SALT II, and at the same 
time preserve the United States as an active 
participant in those fields which are of more 
immediate concern to Western Europe. And I 
believe that this also makes good sense in 
the context of the American security and 
global pollcies. 

At the outset of the debate in Europe 
some anxiety was expressed concerning the 
ambiguity of the non-circumvention clause. 
If it could involve the American assistance to 
the United Kingdom ln the modernization 
of its strategic force or the deployment to 
Europe of cruise missiles for use in the 
theatre role it would indeed have put a dlt
ferent complexion on the treaty, and might 
very well have had a. serious negative etfect 
on European attitudes. In fact I believe that 
before clarification on this point was obtained 
some scepticism was created that has not 
been completely dissolved. It ls a fairly com
mon phenomenon which we politicians have 
to live with that initial impressions die hard. 

However, the Administration has repeat
edly stressed, and has indeed formally stated 
in a letter to the NATO Councll, that not 
only has the United States consistently re
jected the inclusion of a non-transfer provi
sion ln the SALT II agreement, but it has 
made it clear that the transfer of weapons 
and technology to the Allies will continue 
and cannot ipso facto constitute circumven
tion. In the light of this statement and the 
testimony of Administration witnesses before 
his Committee I believe that any serious 
question on this point has been satisfactorily 
answered. 

Another point of a slmlla.r character waa 
the initial debate over the question of the 
duration of the protocol to the treaty, 
although this was not only a specific Euro
pean concern. In my opinion critics of the 
treaty wer& quite right in pointing out the 
danger of the protocol being extended 
beyond 1981. We all know how easily such 
provisions become an integral part of an 
established order. 

The Administration might very well find 
itself in the position either having to prolong 
the protocol, and thereby further postponing 
the possible deployment of ground and sea 
launched cruise missiles, or refusing to pro
long the protocol, and thereby appear to 
undermine ongoing negotiations. But that 

situation cannot arise when the possible ex
tention of the protocol has been extensively 
debated and decided against beforehand. 
Witnesses for the Administration have re
peatedly stressed that the protocol wlll end 
in 1981, and have also intimated that the 
Soviet Union has accepted this. Under these 
circumstances lt ls the prolongation of the 
protocol that would constitute a major new 
departure. Thus one of the weaker spots in 
the whole package has been effectively dealt 
with. 

It has been said that the United States dld 
not consult with her European Allles during 
the negotiation process, that what was called 
consultations was more Uke briefings on a 
take lt or leave it basis. 

To my mind this ls largely a question of 
semantics. Consultations ls a point on a scale 
that ranges from the European Ailles dictat
ing to the United States on the one side, to 
the Europeans being told flatly what the 
United States has decided at the other ex
treme. 

The facts as I have understood them are 
that the Administration deserves high praise 
for the frequency with which it has informed 
the Allles of developments throughout the 
negotiation process. In matters that have 
been of particular concern to the Europeans, 
for instance the non-circumvention question 
and the questions relating to the protocol 
issue, the All1es have been given every op
portunity to express their views fully before 
the United States committed herself vis-a
vis the Soviet Union. Undoubtedly there have 
been situations during seven years of nego
tiation when the consultation process did 
not function at its optimum. Progress in such 
negotiations ls not always orderly and evenly 
spaced, sometimes there has been little time 
for real consultations, sometimes the sensi
tivity of the issues has worked against the 
ideal form of consultations. 

On the other hand, the European Allles 
have not always earned full marks for active 
partlclpatlon. I believe lt can be argued that 
a. consistently greater response !rom the Al
lies would have triggered improvements in 
the consultations generally. 

What 1s of particular importance ls two 
things. First, that lt is very rare to meet 
anyone who really feels that European inter
ests have been neglected during the negotia
tions. Secondly, when we hopefully start on 
the SALT III negotiations, direct European 
interests wlll be much more concretely af
fected. Here the consultations must be 
broadened compared to what was natural 
and necessary during SALT II. If the criti
cism aimed at the SALT II consultations has 
served to sharpen the awareness of this re
spect it will have been of real service to the 
Alliance as such. 

I would like to end my statement on the 
point which I believe is perhaps the single 
most important one, namely the results to 
be expected in Europe if the treaty should 
not meet with the approval of the Senate. 

We all know that the role of the legislature 
is much smaller in foreign affairs than in 
domestic affairs. For a variety of reasons for
eign affairs has always and ln all countries 
been the particular province of the executive 
power. The corollary is that when lt comes to 
other countries all of us tend to look to a 
President, a Prime Minister or a Foreign 
Secretary to speak legitimately and respon
sibly for their country's interests. Foreigners 
wm always have difficulties in understanding 
major differences of opinion between Gov
ernment and Parliament. 

We have witnessed the total incomprehen
sion on the part of the Soviet Union of ~he 
role of the Senate in shaping foreign pol1cy. 
Here we were faced with a combination of 
the general problem and a specific problem 
that has its roots in the vastly different 
Soviet system. But the Europeans are not 
immune either to this compound problem. 
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In Europe the parliamentary system of gov
ernment is prevalent, and since this impliPs 
that the government will have to resign if it 
is voted down in parliament on a major 
issue, the system bas evolved in a way that 
has imposed great restraints on the indi
vidual members of parliament. European 
members of parliament very rarely have that 
freedom to exercise an independent and per 
sonal judgement which is a matter of cour!"e 
in the United States Senate. 

I am very much afraid that an adverse 
vote in the Senate will never really be under
stood in Europe. And when people do not 
understand something they become suspi
cious, and the explanation they make up are 
usually rather ungenerous if not outright 
hostile and accusatory. 

If I had no other reason to support the 
treaty, this would have been enough. Previ
ous witnesses before this Committee have 
underlined that Allied expressions of support 
for the treaty have been influenced among 
other things by European domestic pressures. 
This I believe is true. But it would be wrong 
to ascribe this pressure to European political 
leaders' fear of losing the next election . Few 
elections are lost on questions of foreign 
policy, and SALT II is not an issue of that 
kind. The pressure felt by political leaders 
stems from a recognition of the vital neces
sity of ensuring public support at all times 
for the NATO Alliance and the national de
fense posture, and of the devastating effect 
non-ratification is likely to have on the 
credibility of both the United States' leader
ship and the aims and purposes of the Al
liance. We in Europe will be faced with a 
public o_pinion problem of staggering propor
tions, and no doubt the Soviet Union will 
work that for all it is worth. 

I quite realise that this is only one of the 
many points the Senate will have to con
sider, and perhaps not a major one seen from 
this side of the Atlantic. By the Constitu
tion of the United States it is the right and 
the duty of the Senate to work the will of 
the American people, not the Europeans. But 
in the same way I as a European politician 
must try to persuade you of the case for 
Europe. Fortunately I am aided in this by 
a firm conviction that in the long term there 
is no conflict of interest between us, and 
that nothing which harms the one can serve 
the other and that no dividing influence can 
serve either. 

PREPARED STATEMENT OF MR. PATRICK WALL 
[NOTE.-The figures in the text are drawn 

from US sources and the figures in paren
theses from non-Government British 
sources.] 

In this prepared statement I propose to 
amplify certain specific issues, namely the 
strategic nuclear balance, domestic political 
controversy, and the Euro-strategic and 
theatre nuclear balance made in my verbal 
presentation as well as dealing with some 
points on the East-West balance that we 
may have to face in the next few years. 

THE NUCLEAR BALANCE 
The balance since S .A .L .T. I 

The SALT I Agreement in 1972 was justi
fied by some as an Agreement that codified 
strategic parity. It has also been stated that, 
in fact, it allowed the USSR some 50 per
cent more ICBM Launchers and 45 percent 
more SLBM Launchers than the USA. The 
throw-weight of the deployed Soviet ICBMs 
was also considerably more than that of the 
US ICBM's. However , it was claimed that 
because of superior MIRV technology, and 
lts lead in heavy bombers, the U.S. could 
afford the Soviet advantage ln the number 
of ICBM Launchers. 

In fact, the USSR caught up with MIRV 
technology within two years. In 1974 the 
Vladivostock understanding prolonged SALT 
I and was based on essential equivalence in 

launchers; 2 ,400 each including 1,320 MIRV 
Launchers; freedom to determine the mix 
of weapons and no restriction on the num
ber of warheads in each MIRV, but there 
was no reference to advanced technology 
weapons such as the Cruise Missile. It formed 
the framework of SALT II. 

The net result of the failure of SALT I to 
restrict modernization and replacement has 
been an unprecedented buildup of the Soviet 
strategic nuclear capability, with no cor
responding American increase. 

In fact, since 1975 the USSR has deployed 
the SS-17, 18, 19 and 20. The SS-18 having 
a throw-weight exceeding twice that of any 
US missile. 

By 1980 the total Soviet throw-weight will 
be almost double that of the USA and the 
number of warheads multiplied by 4 or 5. 
But the USA will still have a lead in the 
total number of warheads. 

In contrast the USA has deployed no new 
ICBM since 1972 and bas only modernized 
existing Minuteman III's roughly doubling 
the present 170 kilo ton yield compared to 
the 2 megaton yield of the S8-18. The United 
States missiles are still more accurate but 
the Soviet Union is catching up. 

Much the same story can be told about 
SLBM's in which the SSN8 has now been de
ployed in some 29 Delta class submarines, 
thus permitting them to hit the USA from 
the Barents Sea. Whereas the first USN 
equivalent, "USS Ohio", armed with the 
Trident J, will not be operational until at 
least 1980, and the 6 ,000 mile range Trident 
II is not expected to be available until the 
mid-1980's when only 10 "Ohios" will be 
deployed. However the MIRVed SSN-X-18 is 
now becoming operational in the Delta III 
submarines. 

In 1972, the US had some 400 heavy bomb
ers compared to 140 in the Soviet Air Force. 
The ratio is now nearer to 350 to 135, but 
the US bombers are mainly B52's, the B-1 
having been cancelled. On the other hand 
the USSR has so far built some 100 Back
fire medium bombers and is expected to have 
some 300 by 1985. 

These figures are taken from various US 
and British sources and may not be 100 per
cent accurate but they do clearly show the 
trend since 1972 , which has been wholly in 
favour of the Soviet Union. 

The same overall trend can be found in 
conventional Forces, a trend, if continued 
will put the USSR in a commanding position 
to impose its will on most of the continents 
of the earth. 
THE STRATEGIC BALANCE TODAY AND IN 1985 

The ratification of the SALT II Agreement 
would limit the USA and the USSR to a total 
of 2,250 ICBM's, SLBM's and heavy bombers, 
of which 1,320 can be MIRVed, ICBM's and 
SLBM's and heavy bombers carrying ALCM's 
of intermediate range. Within the limits of 
1,320 M'RVed launchers a sublimit of 1,200 
is placed on MIRVed ICBM's and SLMB's 
and a further sublimit of 820 is placed on 
MIRVed ICBM's. It is estimated that these 
limits will have the following results by 
1985: 

(a) MTRVed ICBM's.-The Minuteman III 
production line is now closed down and the 
new MX delayed and cannot now be opera
tional by 1985. The 550 Minuteman III's can 
be upgraded in accuracy but the aggregate 
useful payload or throw-weight of the US 
M: RVed ICBM force in 1985 will not exceed 
l lf.t million pounds and 1,650 RVs ( 1,650). 

The USSR can deploy 300 plus SS-18's 
(308) and some 500 (512) SS-17's and 19's, 
giving an estimated aggregate throw-weight 
for the Soviet Union ICBM Force of 8 to 9 
million pounds, and 6,000 (5,662) RV 's. 

It has thus been estimated that in a first 
strike the U .S .S .R . could eliminate from 70 
to 90 percent of US silos whereas the USA 
would have the capability of destroying 65 
percent of the Soviet ICBM silos. 

(b) Un-MIRVed ICBMs-The US 450 
Minuteman II and 54 Titan has an esti
mated 1 million pounds (1.5 million) throw
weight and 1,000 megatons (936) of yield. 
The Soviet may substitute 360 SIIs by a 
new ICBM as permitted under the Agree
ment which could produce an estimated 
throw-weight of 2 Yz million pounds and 
some 6,000 megatons yield. 

(c) MIRVed SLBMs-The US are expected 
to have 21 Poseidon submarineE, 10 Trident 
I backfitted submarines, and 7 (10) new 
Trident I submarines by 1985, giving a total 
of 3U (41) nuclear propelled MIRVed SLBM 
submarines with some 664 (650) MIRVed 
tubes with some 5,300 (5,700) RVs. 

The Soviet Union could, under the Agree
ment, deploy some 400 MIRV missile 
launchers. It is expected that the new Soviet 
Typhoon submarine will carry 20 to 24 mis
siles with up to 14 RVs. The SSN18 is ex
pected to have some 7 MIRVs. The US there
fore, will continue to lead in SLBM MIRVed 
tubes and RVs. 

(d) Un-MIRVed SLBMs--The US is ex
pected to retain only some 80 SLBMs and the 
Soviet some 600. 

(e) ALCM Bombers-The US plans a pos
sible deployment of 120 such aircraft with 
cruise missiles of over 600 kilometres range. 

If these figures are approximately cor
rect it will be seen that the US inferiority 
in all categories of strategic power except 
accuracy, SLBMs and heavy bombers has 
been frozen for the duration of the Agree
ment. The argument, therefore, rests on 
whether the US strategic nuclear deterrent 
will remain credible during the duration of 
the Treaty. This question, together with 
that of verification, has been debated dur
ing the hearings and must remain an Amer
ican decision but already the balance is tilt
ing against the USA. 

In addition the virtual deadlock of the 
MBFR negotiations ,for so long does not 
appear to indicate a Soviet desire for a bal
ance but rather a drive for further superior
ity. 

DOMESTIC POLITICAL CONTROVERSY 
It has always been a matter for concern 

when the international strategic balance or, 
for that matter, national defence, becomes a 
domestic political issue. 

To the outsider the US administration 
has fallen over backwards to commend this 
Agreement. There are many arguments in 
its favour but the briefing of foreign Mem
bers of Parliament by US Embassy staff, the 
knowledge that the Administration is in 
trouble over other National issues and badly 
needs successful ratification, makes an ex
perienced politician wonder about the po
litical as opposed to the military need for 
an Agreement. 

This, I fear, is not unusual as opposing 
Party lines on Defence issues are current 
both in my own country and in Europe as 
a whole . 

THE EURO-STRATEGIC AND THEATRE NUCLEAR WAR 

BALANCE 
As currently constituted the SALT II 

Treaty affects only missiles and heavy bomb
ers of intercontinental range. This has meant 
the exclusion of a number of systems whose 
characteristics make them difficult to define 
but which are of great relevance to Europe. 
There can be no question that the U .S . au
thorities have kept their Allies fully informed 
during all the SALT discussions. However, 
Europe is menaced by two major new weap
ons systems that are not included in SALT 
li-the Backfire Bomber and the SS- 20. On 
the other hand, restrictions on the deploy
ment of cruise missiles are included in the 
Treaty. 

It has already been stated that the strate
gic balance has tilted against the U .S .A. As 
far as Europe is concerned the shift in thea-
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tre nuclear capabilities in favour or the War
saw Pact has been even more dramatic. 

In January 1978 the USSR had about 700 
I / MRBMs, 430 medium bombers and 20 plus 
SLBMs targeted on high priority European 
targets. By 1985 Is has been estimated that 
there will be some 275 SS- 20 m1ss1les and 250 
Backfire Bombers deployed against European 
targets, plus 700 I / MRBMs, (some targeted on 
China) 430 medium bombers and 20 SLBMs. 

NATO Europe can produce 150 British and 
French IRBMs and SLBMs and some 200 nu
clear capable aircraft, which 1s a deterrent 
but no real answer to the scale of the War
saw Pact threat, even when backed by the 
USAF's F111s and other aircraft and the USNs 
SLBMs allocated to SACEUR. 

Anti-Backfire defences can be Improved 
with the advent of the British Air Defence 
Tornado and new types of U.S . aircraft based 
on Britain. But, the SS-20, which is mobile 
and has a range of some 3,000 miles can, 
therefore, be targeted on European ports and 
airfields !rom inside Russia, it can, therefore 
only be attacked by aircraft which would in
evi t ably suffer appalling losses. 

The counter to the SS-20 may be a new 
long-range theatre nuclear ballistic missile, 
an extended-range Pershing or a Cruise Mis
sile, or a mix of all three. The new theatre 
ballistic missile cannot be operational by 
1985. A stretched Pen:hing is unlikely to have 
a range of more than 1,000 miles and aircraft 
equipped with intermediate range Cruise 
Missiles are counted as heavy bombers and 
included in the SALT numerical aggregates. 

They a.re also llmited to an average of 28 
missiles, with not more than 20 carried in 
each existing B- 52 Bomber. Even more im
portant, ground and sea-launch Cruise Mis
siles are restricted to a range of 600 kilome
tres (360 mlles) by the Protocol to the Agree
ment, which expires on the 31st of Decem
ber, 1981. 

If Cruise Misslles are to have a limited 
range for the next few years why are not 
certain specific restrictions on range applied 
to the Backfire and the SS- 20? 

However there is nothing in the Agreement 
to prevent new theatre ballistic missiles being 
developed by the Allies and the US wlll not 
be ready to deploy longer-range ground and 
sea-launched Cruise Missiles until after 1981. 

Two factors of primary importance to 
Europe therefore emerge-

1. the Protocol MUST NOT BE extended 
beyond its expiry date whatever the Soviet 
Union may demand, and 

ii. it must be made plain that Article XII 
the "non circumvention" clause w1ll not 
only permit the transference of Cruise Mis
sile technology from the USA to her AlUes 
but wlll also permit the sale, for example of 
Tomahawk and Trident I, should this be 
desired. 

Administration assurances have been given 
during these hearings, but it is hoped that 
the Senate wlll insist on these two clarifica
tion being written into the Treaty in such a 
way as there can later be no misunder
standing. 

The Soviet aim may well be the de-coupling 
of the US strategic nuclear deterrent !rom 
the defence of Western Europe together wtth 
the creation of an overwhelming nuclear and 
conventional advantage against NATO Forces 
in Europe. 

The problem of the theatre nuclear weap
ons is separate from the Euro-strategic bal
ance, but is related to it . The overall bal
ance in theatre nuclear capab111ty between 
NATO and the Warsaw Pact 1s roughly equal 
to the number of warheads in their respec
tive nuclear stockpiles, but in delivery sys
tems the Warsaw Pact has a considerable 
advantage and the balance is tilting further 
in their favour. 

It is to be hoped that should the Senate 
not complete its discussion on SALT II this 
year that this will not delay a NATO decision 
on TNW which is due to take place in De-

cember. Indeed, 1t might be an advantage 
that the theatre nuclear decision be taken 
before the SALT ratification so as to make tt 
clear that such a decision is in fact within 
the terms of the Treaty. 

It must be borne in mind that the balance 
of conventional Forces in Europe is continu
ing to shift against NATO and is now ap
proximately 2.8:1in armour, 2.2:1in tactical 
aircraft, 2.7:1 in art1llery, and 1.2:1 in men. 
Also that the Soviet Forces have been reor
ganised in recent years for offensive rather 
than defensive operations and are fully 
capable of repeating Hitler's Blitzkrieg. 

EAST-WEST BALANCE 

It is now obvious that the balance 1s tilting 
against the West both in the nuclear and in 
the conventional fields. 

It must, however, be borne in mind that 
the Leaders of the USSR may hope to take 
over Asia, Africa and South America, followed 
by Europe, without running the risk of a 
nuclear or even a conventional war. 

The key to the indust riallsed West lies in 
supplies of energy and raw materials. Should 
the USSR secure the dominating influence 
over the Gulf or over Sout hern Africa she 
will control directly, or indirectly, the west's 
major supplies of oil and key minerals 
(platinum, chrome, manganese, gold, vana
dium, fluorspar, asbestos, uranium, titanium, 
industrial diamonds, etc.) . 

Her growing influence in the Third World 
and in the countries of the Middle East and 
Africa could enable her to cut off Western 
supplies at the source or on passage or, in 
the case of Southern Africa, to create so 
much chaos that minerals could not be 
exported. Industrial Europe, starved of raw 
materials or energy could then be faced with 
capitulation or resorting to nuclear war. 

The writing is on the wall-in the 1930s 
the Rhineland, Austria, Czechoslovakia, 
Poland, the USSR. In the 1970s Afganistan, 
Iran, the Horn of Africa, Aden-and then 
-who knows, Kuwait? Saudi Arabia? Turkey? 
In southern Africa, Angola, Mozambique, 
followed by Zimbabwe/ Rhodesia, Namibia, 
Zaire, Zambia and finally South Africa. 
Thus, the USA could become isolated in a 
hostile world. 

This is, of course, an extreme concept but 
the fact remains that countries friendly to 
the West a.re being rapidly reduced in num
bers and the West takes no action . Western 
influence, quite recently supreme in the 
Pacific , the Indian Ocean and the South 
Atlantic, is disappearing and with it the 
freedom for which we fought two World 
wars. 

Surely detente means something quite 
different in the West than in the USSR. Does 
SALT also have different connotations? I1 
so, there is little hope for SALT III or, from 
our concept, of detente. 

PREPARED STATEMENT OF MR. KLAAS 0. DE 

VRIES 

Mr. Chairman, in the course of the Sen
ate's hearings on the proposed SALT II 
Treaty, the question of European attitudes 
toward the Treaty has emerged as a pivotal 
issue in the debate. While Administration 
officials have forcefully characterised Allied 
support of ratification as unequivocal and 
broad-based, other witnesses have advanced 
a number of rationales which, 1f true, would 
significantly depreciate the value of official 
endorsements of SALT II by European gov
ernments. In brief, the Senate has been 
warned that it can draw little comfort from 
public expressions of European support; in
deed that these declarations may even have 
been proffered under duress. 

I appreciate that you felt it important to 
clarify this question of European assess
ments by inviting four Europeans represent
ing different countries, different parties and 
different political perspectives to present you 
with their views first hand. 

I would like to divide my remarks into two 

areas. First, I want to address head-on this 
crucial issue o! the credibility of European 
support for SALT II. In the second part of 
my testimony, I wlll explain why I personally 
support approval of the Treaty. 

Let me begin by observing that there can 
be no disputing the fact that Europe has 
overwhelmingly declared its clear support 
for the Treaty. To be sure a few isolated, and 
not entirely unpredictable. objections have 
been heard. But they have been drowned in 
the flood tide of public European support 
for the Treaty. The North Atlantic Counc1l, 
individual national governments, prestigious 
cent res of security and foreign policy re
search, and leading newspapers have all 
gone on record endorsing Treaty ratification. 

Thus, it seems astonishing to have to re
spond to the suggestion that, at worst, we do 
not really mean what we say, or, at best , that 
what we have said should be discounted. 

To suggest the European governments 
would knowingly and deliberately prevari
cate on an issue of such signal importance 
as strategic arms limitation is tantamount 
to declaring that there is no basis for trust 
in relations between te proud nations of the 
Atlantic Alliance. SALT is not a partisan is
sue in Europe. Indeed , support !or SALT may 
be one of the few issues in 1979 on which 
European leaders-Conservative, Social Dem
ocratic, Christian Democratic and others
find themselves in basic agreement. 

The theory that there is a disparity 
between official and private European views 
usually relies on one or the other of two lines 
of argument: 

One, that the Administration has "arm
twisted" European governments into express
ing support in order to save the prestige of 
the Presidency; and 

Two, that public sentiment in favour of 
detente and arms control runs so strongly in 
Europe that no public figure can prudently 
speak out in favour of vigllence and defence. 

Lest these theories gain credence through 
unrefuted repetition, I feel that I must chal
lenge each of them in turn. First, I cannot 
accept the suggestion that the Administra
tion has pressured European governments 
into endorsing SALT II against their will . Of 
course Europe recognises the importance to 
Alliance cohesion of a strong American Presi
dency. But this should not suggest that 
Europe would support SALT II against its 
better judgment for the sake of helping a 
particular President's standing in public 
opinion polls. Europe is vitally interested in 
American leadership. It is not interested in 
helping to create the illusion of American 
leadership . 

Second, the claim that pro-disarmament 
euphoria is so rampant on the European con
tinent that on one can prudently speak out 
for military preparedness simply cannot be 
reconciled with the facts. The NATO Allles 
have agreed to a 3 % increase in defence 
spending and committed themselves to the 
Long Term Defence Programme. The French 
Government has just announced a 15 % in
crease in its defence budget. The United 
Kingdom Government has declared that it 
intends to undertake greater defence expend
itures. NATO has held to a firm position in 
the MBFR talks and has just bought the 
expensive AWACS programme. NATO coun
tries are re-equiping their forces with F-16s, 
Tornado aircraft, and Leopard tank.!. 

Why did NATO insist on preserving tech
nology transfer and cruise missile deployment 
options under SALT II? Some SALT critics 
would have us believe it both ways: that 
Europe publicly supports the Treaty out of 
a lack of wm to stand up to the Soviets, yet 
privately opposes the agreement because it 
allegedly denies them the hardware needed 
to stand up to the Soviets. You cannot have 
it both ways. 

Let me turn now to the line o! argument 
that approval of the terms of the Treaty 
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themselves is not a primary factor accounting 
for European support, in other words, that 
European disappointment with the terms of 
the Treaty yielded to a higher priority: Euro
pean interest in preserving progress toward 
detente. 

I wonder 1f anyone-European or Ameri
can or Soviet-can actually declare himself 
totally satisfied with the terms of the 
Treaty? Even the Administration acknowl
edges that it is disappointed with the height 
of the ceilings and the degree of strategic 
force modernisation permitted both Parties 
under the accord. By definition this negotia
tion required some compromises to be made 
on both sides or else there would have been 
no agreement. Disappoint ment over certain 
negotiating outcomes cannot stand in isola
tion from other considerations and be al
lowed to constitute a basis for rejecting the 
Treaty. 

The question is not whether Europe ap
proves 100 % with the provisions of the 
agreement. The question is whether these 
provisions on balance are acceptable and 
whether this Treaty, now laid on the table 
for rejection or acceptance, is better than 
no Treaty or a reopened negotiation. And in 
making that assessment obviously judge
ments about the provisions of SALT II must 
be weighed along with other considerations, 
including the value of SALT II as one step 
in the long-term process of SALT and within 
the ov-erall framework of det ente. 

Of course European support of SALT II 
reflects a des ire to promote a lessening of 
East-West tensions and a certain anxiety 
that rejection of the Treaty might occasion a 
new Cold War. No one denies t his. But what 
is not to be accepted is t he view that Eu
rope 's interest in deten te is so pre-eminent 
that we are blinded !rom the recognition 
that arms, vigilance, and the wlll to defend 
ourselves are still required in this, the 30th 
year of the Alliance . Maintaining military 
security while simultaneously pursuing de
ten te have long been the twin pillars of 
Alliance strategy. They have not suddenly 
become mutually exclusive in 1979. 

This leads me to a second point. Euro
peans are intimately familiar with the terms 
of the Treaty. The degree of co-ordination 
and consultation has been extraordinary and 
unprecedented. SALT II is not something 
that has suddenly been thrust upon the 
Europeans for approval or disapproval. It is 
an agreement that was methodically worked 
out under three American administrations 
in concert with the European Allles. Europe 
has every opportunity to express reservations 
about provisions considered during the 
course of formulating negotiating positions, 
and in those cases where Europe did insist on 
measures to protect certain interests more 
stringently-for example, on technology 
transfer-the United States accommodated 
European recommendations. Ambassador 
Earle's testimony to your Committee under
scores the unprecedented degree of consulta
tion and co-ordination within the Alllance 
on SALT II. The much appreciated and pub
licly applauded effort of three successive Ad
ministrations to inform and consult its 
Allies has found its deserved reward in that 
all European Allies became int imat ely famil
iar with the Treaty and were able to sup
port its final version. 

Turning now from the subject of Euro
pean attitudes generally, I would like to put 
forward some personal views on the merits 
of this Treaty. In explaining the basis for my 
strong support of SALT II, I want to touch 
on four main themes : (1) SALT II and the 
credibility of the U.S. strategic deterrent, 
(2) SALT II and European defence options, 
(3) European interests in SALT III , and (4) 
SALT as an element lh a broader framewort 
of East-West relations. 

SALT II AND THE CREDIBILIITY OF THE U.S. STRA

TEGIC DETERRENT 

The question of whether SALT II entails 
negative implications for the credibility of 
the U.S. strategic deterrent has centered on 
the fact that the Soviet Union is allowed to 
maintain 308 heavy missiles (SS9s now being 
replaced by SS18s) while the United States 
is permitted none. It is argued that this per
manent advantage in throw-weight when 
married to the inevitable improvements in 
accuracy will give the Soviet Union a con
vincing first strike capability, that is, Soviet 
leaders will have a high confidence possib-
111ty of taking out 90 % of United States 
land-based missiles with only a small pro
portion of their own land-based systems. 
With only the bomber and submarine pro
portion of the United States deterrent force 
remaining, a United States President would 
allegedly be deterred from retaliatory action. 
The critics do not actually believe that such 
a scenario will take place but rather that the 
perception of superiority that t his situation 
will create will be manipulated by Soviet 
leaders to obtain their politcial objectives. 
This superiority will, it is alleged, be used 
for nuclear blackmail. The critics argue that 
under this situation nuclear weapons retain 
considerable political ut111ty. 

It is my belief that this strategic superi
ority argument is based on a highly selec
tive and inadequate interpretation of weap
ons criteria. The current asymmetry in 
United States and Soviet force levels is the 
result of differences in force structure and 
mllitary planning. The United States has 
developed smaller, more accurate missiles, 
while the Soviet Union has, largely because 
of technological restraints, developed larger 
missiles with heavier throw-weights. It must 
be noted that throw-weight is only one of a 
number of criteria that can be used to 
measure strategic power. Accuracy is far 
more important in terms of destructive cap
ability since very large warheads tend to be 
less efficient than smaller warheads. In terms 
of accuracy and the numbers of warheads, 
the United States has a decided lead over the 
Soviet Union. 

It is therefore unreasonable and distortive 
to single out one element of the strategic 
picture in order to prove a picture of United 
States inferiority. Asymmetries in one area 
should be measured against advantages in 
others. In fact, the composition of the two 
strategic arsenals is very different. The So
viet Union has placed a very heavy emphasis 
on its land-based forces . It has relatively 
small bomber forces (none on permanent 
alert as with Strategic Air Command) and 
while it has a large number of submarines, 
only 15 % of these are on station at any one 
time. The United States on the other hand 
has fewer than 25 % of its warheads in Min
uteman silos, and by the 1980s with the de
ployment of Trident and the cruise missile 
this prop<'rtion wlll be even lower. It has a 
tormidable bomber force a proportion of 
which will shcrtly be equipped with air
launched r.ruise missiles and a substantial 
force of Poseidon/ Polaris submarines, 60 % 
of which are permanently on station. It is 
estimated, for example, that owing to higher 
alert rates and multiple warhead advan
tages, approximately 2,446 United States as 
against 140 Soviet SLBM warheads are at 
sea. As these characteristics indicate, a di
rect comparison of the effectiveness of either 
strategic force is to say the least complex. 
It is for this reason that the term essential 
equivalence" has come to describe the cur
rent balance. 

With regard to the specific disparity in 
heavy missiles it is necessary to ask whether 
given the opportunity the United States 
would seek to construct an equivalent num-

ber of heavy missiles. The answer would be 
certainly negative because it bas no need of 
them. 

Finally, the question of Minuteman vul
nerability: the suggestion that the Soviet 
Union w111 in the 1980s have the capacity to 
destroy United States land-based forces may 
be mathematically provable but such action 
would depend on so many uncertain var
iables as to be beyond rational comprehen
sion. Such variables include human error, 
equ1pment failures , the effect of atmospheric 
turbulance caused by the first explosion on 
incoming warheads, and also the "fractri
cidal" effect on these warheads. In addition 
to these uncertainties, a Soviet leader would 
have to gamble that a United States Presi
dent would not launch his ICBMs as soon 
as he knew Soviet missiles had been dis
patched, and that he would not retaliate 
with his remaining force of submarines and 
bombers. Such risks may seem reasonable in 
the artificial vacuum of theoretical strategic 
planning and force exchange calculations but 
they have little to do with the choices that 
face political leaders in the real world. I! 
the vulnerab111ty argument is without mlli
tary logic then the political advantage that 
is said to accrue from it is likewise without 
foundation. 

It is therefore unfortunate that when 
based on so many questionable assumptions 
the concept of Minuteman vulnerability has 
been allowed to become an established truth, 
almost an article of faith on which critics 
of the SALT process base their arguments. 
The effect of their criticisms could be to 
weaken our self-confidence, create doubts in 
the minds of friends and neutrals, and sug
gest to Soviet leaders possib111ties that do 
not actually exist. Thus, the final result of 
their arguments is to undermine deterrence. 
The eventual theoretical vulnerability of 
fixed land-based systems was inevitable once 
MIRVd warheads entered the strategic ar
senals, and had nothing to do with the SALT 
process. In the words of Secretary of Defense 
Brown, "Minuteman vulnerability was not a 
problem created by SALT, nor is it a problem 
we can solve with a SALT agreement . .. we 
would have the same problem without such 
an agreement, only in that case we would 
have other problems as well". It is not a 
question of establishing that a number of 
fixed points can in theory be hit by a certain 
number of missiles, but of deciding whether 
in the realm of practical politics this paper 
certainty would translate into a tangible 
political advantage. 

If the United States Administration is con
cerned that this is a weakness that should 
be fixed than it has the MX mobile missile 
under development. Currently, the Admin
istration is st udying the basing problem in 
order to establish a mode that will give the 
necessary mobility and yet be verifiable un
der a future arms control agreement. How
ever, it should be noted that in discussing 
the vulnerability of land-based systems the 
Soviet Union has far more to fear than the 
United States. She places a far greater re
liance on her land-based missiles than the 
United States and does not possess an equiv
alent Triad of forces. 

SALT II AND EUROPEAN DEFENCE OPTIONS 

It has been argued that while the Treaty 
places no limit on Soviet theatre systems 
such as the SS20 and Backfire bomber, thus 
allowing the Soviet Union a substantial ad
vantage in the theatre field, it imposes limi
tations on the development of ground and 
sea launched cruise missiles which could be 
used to offset this advantage. Thus. some 
analysts have worried that, over time, many 
Europeans might conclude that the United 
States- in order to reach an agreement-has 
mortgaged systems that are most likely to 
serve Western, rather than American, in
terests . 
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While acknowledging that the restrictions 

on GLCMs and SLCMs are for the duration 
of the protocol and therefore officially tem
porary, nevertheless critics assert that under 
a SALT III climate these llmitations will be 
extended. Some have suggested that it is 
hopelessly naive to belleve the West will be 
able to turn back the clock on "temporary" 
arms limitations and plunge ahead with new 
and previously banned weapons as though 
they had never been prohibited. 

The Allies' access to cruise missile tech
nology is also linked to the provision in the 
Treaty which bars circumvention of the 
Treaty provisions through third countries. 
Critics belleve that the wording of this pro
vision is so vague that the Soviet Union w111 
be able to use it to prevent the United States 
sharing certain crucial mmtary technologies 
with its A111es. 

The argument that SALT excludes Soviet 
medium range systems represents a curious 
approach since it was the firm position of 
the United States, with complete All1ance 
support and approval, to keep forward based 
systems and medium range theatre systems 
out of the negotiations. Thus having suc
cessfully resisted Soviet pressure to Include 
these systems it is sllghtly distortive to com
plain that SALT II w111 !ail to constrain 
them. Moreover, 1t should be noted that the 
All1ance has exactly the same freedom as the 
Soviets to augment Its theatre systems 1! it 
sees the need. 

On the question of the restrictions on 
cruise missiles contained in the Protocol, the 
Administration has made it clear that the 
availab111ty of options for theatre nuclear 
forces is unaffected by the Protocol. Specif
ically, testing of ground and sea launched 
missiles can go forward to unllmited ranges. 
The prohibition against deployment of 
ground and sea launchers of cruise missiles 
with a range in excess of 600 km will expire 
well before such systems could in fact be de
ployed. Thus the decision on the ut111zation 
of cruise missiles within NATO will be de
cided through consultation within the Alli
ance, most likely at the Ministerial meetings 
in December. Administration officials stress 
that the Protocol was a compromise to settle 
a bargaining impasse and to leave time for 
more definitive negotiation while not impos
ing, in the meantime, any practical limits on 
the United States or NATO. They stress that 
the Soviets have indicated that they recog
nize that the Protocol wm expire according 
to its terms. 

Concerning the issue of non-circumven
tion, it is evident that the Soviet Union 
pressed hard for a very restrictive ban on 
transfers of technology and equipment cov
ered in any way by the agreement. The 
United States however did not agree to such 
a clause. The non-circumvention clause is 
therefore very general and does no more thaP 
state an obligation which the United States 
would be under in any event. In testimony 
before this Committee, Administration offi
cials have affirmed in the most expllcit lan
guage that the non-circumvention clause will 
not affect existing patterns of collaboration 
and cooperation with America's allies, nor 
w1ll it preclude cooperation in moderniza
tion or continued nuclear or conventional 
cooperation with the All1es. 

I will not comment at length here on the 
relationship between strategic and theatre 
forces except to emphasize that while the 
Protocol has ensured that a number of op
tions remain open to the Alliance, close con
sultation wlll be necessary to decide whether 
these options are actually needed, under 
what circumstances and how they wlll fit 
lnto future arms control negotiations. In 
particular, it will be necessary to consider 
whether a decision to deploy these new op
tions in Europe and thus provide Europe 
with a more substantial regional capability 
could be interpreted as a serious step to 

loosening the United States strategic com
mitment. 

EUROPEAN INTERESTS IN SALT III 

It is already accepted that once SALT II 
is signed the United States and the Soviet 
Union will proceed with negotiations on fur
ther limitations on strategic arms. SALT II 
includes a statement of principles and 
guidellnes concerning a SALT III negotia
tion. While the United States originally 
wanted the statement of principles to set 
fairly expllcit and ambitious targets regard
ing further reductions and modernization 
restraints, it accepted the Soviet position of 
a fairly generallzed statement. The Soviet 
Union is expected in SALT III to argue again 
that United States and Allied theatre nu
clear weapons capable of reaching the Soviet 
Union must be taken into account in arriv
ing at new ce111ngs. 

It has always been difficult to restrict the 
negotiations to strictly bilateral issues since 
from the earllest days the Soviet Union 
raised the issue of the French and British 
nuclear forces and of American nucfear
capable aircraft stationed in Europe and 
capable of striking Soviet territory. Now, 
with the development of the strategic cruise 
missile, the controversy over the Backfire 
bomber and the emergence of the SS20, at
tention has been focused on a number of 
systems whose characteristics defy precise 
definition and which wlll compllcate any 
further negotiations. 

Since these "grey area" or theatre systems 
have particular significance !or Europe, it is 
evident tbat European interests must in 
some way be represented. However, several 
complex issues remain to be settled: namely, 
what sort of negotiating forum would be set 
for what particular weapons and for which 
particular participants? 

The most realistic formula of the various 
proposals that have been circulated would 
be a continuation of the bilateral dialogue 
between the United States and the Soviet 
Union with consideration of those theatre 
systems under United States or Soviet con
trol. It is difficult to see any multilateral 
negotiation making much progress and sev
eral countries are opposed to dealing with 
theatre systems in isolation from strategic 
systems. Furthermore, the French have re
fused to participate in any negotiations on 
their nuclear forces and while the United 
Kingdom has not made Its position clear its 
willingness to see restraints placed on its 
strategic force is doubtful. This would in
evitably mean that the Soviet Union wlll ask 
to be given compensation for the French and 
British nuclear forces . It will also mean 
continuing the present system of Alliance 
consultation as a means of securing Euro
pean involvement. However, it may be pos
sible to secure more permanent involvement 
through a new institutional mechanism. 
Whatever the mechanism, it must be made 
clear that Alliance participation means all 
members or at least those who participate in 
the basing or ownership of nuclear weapons. 

As long as a satisfactory consultation 
mechanism could be established a continua
tion of the bilateral approach would cer
tainly be the most likely to achieve progress. 
This approach would have the advantage of 
maintaining the essential continuity of nu
clear systems and counteracting the tendency 
to try to separate the theatre and strategic 
levels. It would also facllitate matching con
straints as, for example, United States con
straint on the ground launched cruise mis
sile in return for Soviet restraint on the 
SS20. 

SALT II AND EAST-WEST RELATIONS 

Some critics have suggested that United 
States conduct in the SALT negotiations 
should have been linked to Soviet behaviour 
in other areas, in other words, a SALT agree-

ment would have been conditional upon So
viet actions in areas such as developing coun
trie3, human rights, etc. 

It is clear that SALT is one component of 
many that constitute the East-West relation
ship, and as an effort to establish under
standing and a mutually acceptable frame
work in nuclear armaments it is clearly an 
important component. SALT therefore forms 
part of overall United States defense and for
eign policy and just as it is influenced by de
velopments in other areas so it will itself con
tribute to the general climate of East-West 
relations. Thus while SALT cannot be sepa
rated by developments in other areas it can
not be made responsible for them and cannot 
be used as a mechanism to influence them. It 
would have been wrong for the United States 
to have made concessions in SALT II in order 
to influence Soviet actions and it would have 
been wrong to have suspended SALT II in 
order to punish the Soviet Union. Above all, 
it must be stressed that SALT II is of sub
stantial interest to both sides and must be 
judged on the basis of its own merits . 

CONCLUSION 

While re-emphasising my support !or the 
Treaty, I wish to endorse the criticism voiced 
by several observers that not only are the 
levels too high but that the Treaty does too 
little in checking the momentum of arma
ments development. As has been pointed out 
by opponents and supporters of the Treaty 
a.llke, the Treaty does nothing to constrain 
the development of planned United States 
strategic systems, including the MX, Trident 
submarine and missile , and cruise missiles, as 
well as new generations of Soviet strategic 
systems. I join those who urge that the next 
round of negotiations seriously tackle the 
unnecessarily high levels and potentially 
destab111sing qualitative developments. 

Despite this criticism, I support the cur
rent Treaty because it is an essential ele
ment of the East-West relationship and be
cause it establishes a framework of mutual 
understanding and confidence which wlll 
permit the eventual acceptance of lower 
levels of forces. The Treaty provides a num
ber of important steps in this direction: 

It reinforces the perception and reallty of 
balance by establishing equal levels of inter
continental nuclear delivery systems: 

For the first time it requires actual reduc
tions of about 250 Soviet (and no United 
States) strategic delivery systems; 

It wlll Umit Soviet MIRVd ICBMs, the most 
threatening part of their force , to 820: 

It wm prevent increases in the maximum 
number of warheads deployed in ICBMs. thus 
limiting Soviet ab111ty to exploit their throw
weight advantage; 

It wm channel Soviet activity into cer
tain areas and thus simpll!y United States 
planning, and it will constrain the deploy
ment of Soviet strategic nuclear forces well 
below the levels which could be deployed in 
the absence of an agreement. 

I believe that the SALT II Treaty wUl 
make a positive contribution to the !uturA 
security of the Alliance. Failure to ratify tht11 
agreement would represent a reversal in thll 
efforts to secure a more stable relationship 
between East and West. The SALT proce88 
has provided an important framework for the 
communication and exchange of information 
necessary for the building of mutual confi
dence. Such confidence is a prerequisite If 
stab111ty is to be assured. 

One great American once said that your 
country would never negotiate out of fear 
and not fear to negotiate. Successive admin
istrations have conducted the SALT nego
tiations in this spirit. I sincerely believe that 
the Treaty that is now before you serves the 
security interest of the nations and peoples 
or our AIUance. At the same time, this Treaty 
is a true expression of Western determina
tion to contribute to restraining weapons 



25320 CONGRESSIONAL RECORD- SENATE September 19, 1979 

systems that, if used, could destroy civilisa
tion itself. 

STATEMENT BY HoN . DR. PETER CORTERIER 

SALT II AND GERMAN SECURITY INTERESTS 

The decision on the ratification of the 
SALT li Treaty is the responsibility of the 
US Senate alone-a responsibillty that 
weighs heavily. For with this Treaty an at
tempt has been made in the face of rapid 
arms technology developments to solve the 
complicated and controversial problem of 
stabilizing the strategic nuclear balance. 
Consequently, it is no exaggeration to state 
that the SALT II Treaty touches upon the 
problem of peace in our time. For the same 
reason this Treaty is not merely a domestic 
American affair. It is also--since we belong 
to the Atlantic Security community-a de
cisive bearing on European security. No 
country would be more seriously affected by 
its failure than the Federal Republic of Ger
many. The German approval of the Treaty 
now before the Senate results from our own 
basic interests: from the geo-political and 
strategic situation, from the vital interest 
in the stability and continuity of the de
tente policy, as well as from the need to 
preserve and safeguard a stable military 
balance between East and West. Those here 
in the United States who want to ignore· 
the wide-scale support for the Treaty ou 
the grounds that it is insincere or the re
sult of pressure assess the European in
terests wrongly. 

There are many reasons for our supporting 
the SALT II Treaty. One of the main rea
sons is that with the policy of detente we 
have achieved many improvements and we 
hope that the ratification of the SALT II 
Treaty will lead to this detente policy con
tinued and consolidated; if the SALT II 
Treaty were to fail, we would have to fear 
for the results achieved so far. Especially 
from the German viewpoint the policy of 
detente has yielded many improvements in 
the humanitarian field. In Berlin, a city 
which for decades suffered particularly se
verely from the division of Germany, many 
people are now able to see each other again. 
Traffic to and from Berlin now flows vir
tually unimpeded. The r;osition of Berlin 
has become more secure. Millions of Ger
mans take advantage of the opportunity 
to visit their relatiYes in the GDR, and Ger
mans from the GDR-albeit a limited num
ber-can also travel to the West. In the 
context of the reunification of families, hun
dreds of thousands of Germans living in 
Eastern European countries are now able 
to join their families in the Federal Repub
lic. We do not want to jeopardize these sig
nificant results of Ostpolitik and detente 
policy. Nor should we forget the many people 
in Eastern Europe for whom the detente 
r;olicy has resulted in definite improve
ments in their situation and who hOpe 
that this policy will be continued. 

Furthermore, from the European view
p oint the preservation of a stable military 
balance is equally the prerequisite for a con
tim.: ation of the process of detente. Without 
the SALT II Treaty the prospects of a politi
cal and military stabilization in East-West 
relations are absolutely minimal. In such a 
case it must be feared that 

The arms bulld-up will continue uncheck
ed, if not forever certainly for a very long 
time; 

The policy of detente and on-going arms 
control efforts will suffer setbacks; 

The political leaderships and political 
forces in the Soviet Union and Eastern 
Europe advocating reconciliation and rap
proachement with the West will be weaken
ed; 

The poll tical consensus on defence and 
detente policy existing within the Alliance 
for over ten years now as a result of the 
Harmel Report will be weakened; 

The trust placed in the United States as 
the leading power within the Alliance will 
be undermined. 

The non-proliferation policy will be less 
credible and might fail ultima~ely . 

On the other hand, a successful conclusion 
of SALT II will help to 

Safeguard the West's capability to pre
serve a stable balance: 

Provide a sound basis in terms of arma
ments and arms control policy for a strategy 
of military balance; 

Create the prerequisites for progress at the 
MBFR talks and the CSCE follow-up con
ference in Madrid; 

Make it possible to limit nuclear weapons 
in Europe, especially medium-range weapons 
systems; 

Create the prerequisites for further arms 
control and disarmament negotiations, for 
example with regard to a complete ban on 
nuclear weapon tests or a ban on killer 
satellites, radiation weapons and chemical 
weapons; 

Ensure the continuation and the success
ful conclusion of talks on the limitation of 
conventional arms exports. 

If the Senate does not consider itself in a 
position to ratify the SALT II Treaty, this 
will have serious adverse effects on other 
arms control efforts between East and West. 
This applies, from the European viewpoint, 
particularly to the negotiations that are of 
vital importance to European security, such 
as MBFR and CSCE. Here, too, the American 
leadership role is indispensable to progress 
at the negotiations. 

The SALT II Treaty is a matter of political 
common sense. Individual provisions may 
give some American and European observers 
cause for a critical assessment of the Treaty 
from the military and/ or arms control as
pects, but despite these possible objections 
the overall assessment is, from the German 
viewpoint, a positive one. You can draft an 
ideal treaty unilaterally but you cannot ne
gotiate it. The SALT II Treaty should there
fore not be measured in terms of theoretical 
possibilities but of political reality. In this 
respect it represents an important step along 
the path towards more stability and security 
in international relations and a milestone 
along the difficult path of co-operative arms 
control and limitation. It has not attained 
the objective of comprehensive reductions of 
strategic nuclear weapons, but has neverthe
less led to quantitative and qualitative lim
itations of the nuclear weapons systems of 
the two superpowers, who have committed 
themselves in the Treaty on the Non-Prolif
eration of Nuclear Weapons to pursue nego
tiations on effective measures relating to ces
sation of the nuclear arms race and to nu
clear disarmament under effective interna
tional control. The SALT II Treaty is of 
considerable importance for a successful 
non-proliferation policy. Although it does 
not compensate the conceivable vulnerability 
of the land-based American ICBMS, it obliges 
the contracting parties to undertake "in the 
near future negotiations further to limit and 
further to reduce strategic offensive arms". 
Finally, the Treaty does not contain any pro
visions on behaviour in other geographical 
regions of the world, but it ensures the con
tinuity of the SALT process and thus of the 
dialogue on strategic arms. 

The SALT II Treaty opens up substantial 
new prospects for the future, which should 
be preserved through ratification by the US 
Senate in the interest of stable international 
relations. The m1litary parity of the Soviet 
Union is the result of many years of Soviet 
arms efforts and American restraint. This is 
a fact which cannot be eliminated even 
through arms control. In other words, the 
renunciation of m111tary superiority has be
come an integral part of strategic policy. 
However, parity or rough equivalence in the 
strategic nuclear field does not imply neu
tralization. The composition and size of the 
nuclear systems permitted under the Treaty 

and the total nUillber of existing or per
mitted warheads appear adequate at present 
to maintain the deterrent. The limitations 
agreed on in the SALT II Treaty do not give 
grounds for adopting alarmist attitudes. The 
agreed maximum numbers of MIRVs also 
guarantee that a programme such as the MX 
programme can be carried out without for
going other MIRV launchers. Thus, the sec
ond strike capability of the United States, 
on which our security also depends, appears 
to be guaranteed in the future, too. The diffi
culties and problems of Western defence 
would be immeasurably greater without a 
SALT II agreement because the Soviet Union 
could then deploy by 1985 nUillerous strate
gic systems which would be a far greater 
threat to the West. 

The SALT II Treaty makes for greater 
predictab111ty and transparency of strategic 
developments and accordingly facilitates 
arms planning. But the possib111ties of arms 
growth afforded by the Treaty should be 
used with moderation and with a view to 
the negotiating possibilities during the SALT 
III round. However, considering the rapid 
Soviet arms build-up of the .last ten years 
it will not be easy during the SALT III nego
tiations to incorporate into a treaty the 
principles contained in the Joint Statement 
on subsequent negotiations. From the Euro
pean viewpoint the main problems will be 
those resulting from the existing situation 
in the field of nuclear medium-range weap
ons. They will certainly not be the sole sub
ject of the negotiations, but the disparities 
existing in this field, made especially acute 
by the deployment of the SS-20 and the 
Backfire, will make this subject particularly 
important at future SALT negotiations. The 
aim of the talks must be to ensure an over
all strategic balance and to preserve the 
strategic unity within the Alliance. Sche
matic parity at all individual levels cannot, 
however, be our objective because that would 
not be conducive to the strategic unity of 
the Alliance, in fact it would be counter
productive. 

European critics of the SALT II Treaty 
refer to two of its provisions in particular 
which they consider disadvantageous to Eu
rope. The first of these is Article II, para
graph 1. of the Protocol to the Treaty: 

"Each Party undertakes not to deploy 
cruise missiles capable of a range in excess 
of 600 kilometers on sea-based launchers or 
on land-based launchers." 

The Protocol will remain in force until 
31 December 1981, unless replaced earlier by 
an agreement on further measures limiting 
strategic offensive arms. The misgivings 
about this provision are due less to the provi
sion itself than to its prejudicial effect . It 
is feared that the cruise missile limitation 
might be extended without a genuine Soviet 
concession in return. It is true that the con
cession of Article II. paragraph 1, is hardly 
offset by a parallel Soviet concession but it 
wlll depend primarily on our own political 
will whether or not this fear is realized. The 
limitation of this provision of the Protocol 
should not be treated as a self-fulfilling 
prophecy but be understood as being what 
it is: as a measure of a precisely defined 
duration and thus as a challenge to the Soviet 
Union to negotiate this matter with us. The 
following should therefore be emphasized : 

1. As of 1982 the United States will be able 
to decide freely on the deployment of cruise 
missiles capable of a range in excess of 600 
kilometers. 

2. Other arms options are left open. 
However, to preclude any possible doubts 

still existing on this matter it would be wel
comed in Europe if the Senate followed the 
example of the US Government and made it 
clear that, when the Protocol expires, US op
tions will again be open to both contributing 
to European defence with cruise missiles or 
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incorporating cruise missiles in arms control 
negotiations. 

We Europeans have an int erest in the nu
clear weapons systems threatening Europe 
also being limited in the SALT III negotia
tions. The arms race must not be shifted to 
Europe. All the issues of middle range nuclear 
weapons which are subject of the SALT III 
negotiations are currently being discussed 
within the Alliance, both from the aspect of 
defence policy (in the High-Level Group) 
and from the aspect of arms control policy 
(in the Special Group). The intention is to 
elaborate within the Alliance a concept for 
SALT III aiming at a stable nuclear balance 
of power and at closing any gaps in our de
terrent capability in Europe. 

Where this can be achieved with arms 
control arrangements, the latter should take 
priority over the introduction of new weap
ons systems. This depends on whether or not 
the Soviet Union is prepared to effect cor
responding limitations or reductions of its 
own medium-range nuclear weapons. This 
issue must be discussed with the Soviet 
Union. 

On 4 July of this year Federal Chancellor 
Schmidt said before the German bundestag-

"That the Western Alliance must under
take all measures necessary to preserve its 
security. The extent t o which we can restrict 
the scale of concrete measures aimed at ad
justing to the continuous armament effort 
within the Warsaw Pact will depend on the 
degree of success in achieving an effective 
limitation of continent al s t rat egic systems in 
t r e East and West through arms control 
negotiations, for instance in SALT III." 

This quote makes it very clear that we in 
Europe must also attempt to make progress 
in arms control negotiations. In other words, 
when the Atlantic Alliance makes a decision 
on the deployment of American medium
range weapons in Europe, it must remain 
clear that their decision on its implementa
tion will also depend on progress or non
progress on the arms control negotiations 
wit h the Soviet Union. The Federal Republic 
of Germany is not a nuclear weapons State. 

Therefore. it must not create the impres
sion of striving to participate in deciding on 
the production of nuclear weapons. Such a 
decision must remain the responsib111ty of 
the United States. We continue to set store 
by not being forced into any special role 
within the Alliance. The forthcoming deci
sions must be taken by the Alliance as a 
whole. The coherence of the Alliance is also 
a decisive factor determining the success of 
arms control negotiations. On the basis of 
the Harmel Report a broad consensus on de
tente policy has developed within the All1-
ance over the last ten years . 

This consensus must now be extended with 
intensified efforts to all fields of arms con
trol policy and be brought to bear the SALT 
III negotiations. Our joint objective must be 
to curb the increase of Soviet systems in the 
field of nuclear medium-range missiles and 
reduce the disparities in the Euro-strategic 
field . 

In this connection, a limitation of the ex
isting modern Soviet systems-SS-20 and 
Backfire-could be useful as an initial con
crete objective. However, we should not at
tempt to deploy an equal capability 1n 
Europe specifically against the SS-20 because 
in the final analysis we can counter the re
sultant threat only with the entire range of 
systems available for deterrence, including 
American strategic arms. Technological de
velopments on the substrategic level have 
rendered the differentiation between strate
gic weapons of international and continental 
range useless and even politically dangerous. 
Security within the Alllance is indivisable. 

It should no.t be meaeured on the issue 
whether a weapon system has a range of more 
than 5000 km or not. There is only one se
curity within the Alliance and this covers 

the territory of all Alliance states. There 
should not be any zone of different security. 

For the same reason , there can be no iso
lated TNF arms control in Europe . Rather, 
when adopting a joint strategy to curb the 
escalation of arms and when reaching arms 
control agreements, the link with the overall 
strategic balance of power must be pre
served. The chairman of the SPD parliamen
tary group, Herr Herbert Wehner, formulated 
the objective of our efforts as follows: 

"Of course we must not simply trivialize 
or accept any gap in the system of deterrence 
which might lead to a miscalculat ion by the 
other side. The deterrent must cont inue to 
make it impossible to wage war. That in
volves our reacting to challenges and taking 
the necessary decisions jointly. At the same 
time, we must ensure that all-! repeat: 
all-possible forms of arms control are used 
to prevent armament and counterarmament 
resulting in a new arms race. After all we are 
already in the midst of such an arms race , 
and we should try to do everything wit hin 
our power to stop it from assuming immeas
urable dimensions." 

"In other words, we must render unto the 
Alliance all that it requires to remain capa
ble of defence, which is our defence too; 
that is perhaps the soundest basis for peace 
and for our objective of consolidating peace 
through detente. For us, for our policies, and 
for the existence of our people there can 
be nothing more important than to under
take all efforts to preserve and safeguard 
peace, which again means that together with 
our Allies we should take advantage of every 
opportunity for further agreements on 
detente." 

We must therefore undertake a two-fold 
interactive effort, that of harmonizing our 
defence efforts with the requirements of arms 
control. 

The second provision of the SALT Treaty 
which has been criticized by some people in 
Europe is Article XH that reads as follows : 

"In order to ensure the viability and ef
fectiveness of this Treaty, each Party under
takes not to circumvent the provisions of 
this Treaty, through any other state or states, 
or in any other manner." 

In this connection some European com
mentators quote Soviet remarks to prove that 
the so-called non-circumvention clause jeop
ardizes both the transfer of cruise missile 
technology and American assistance in the 
modernization of the French and British nu
clear armed forces . It may be true that the 
Soviet Union is attempting to interpret the 
non-circumvention clause in a manner un
favourable to the West, but it would be more 
than foolish if here in the West of all places 
we gave more credit to the "Pravda" than to 
the U.S. Secretary of State and thus pro
moted the Soviet interpretation. The Sec
retary of State delivered a detailed statement 
on the interpretation of the non-circum
vention clause before the Senate on 10 July 
of this year. From the European viewpoint 
this statement is entirely satisfactory. We 
support the efforts of the Senate itself to 
clarify the interpretation of the non-cir
cumvention clause. It should be noted that, 
according to the principles of international 
law, a State is obligated not to circumvent 
the international agreements it has con
cluded. Furthermore, a bilateral treaty can
not impose obligations on third States, unless 
such state expressly accepts such obligations. 
Therefore, according to the principles of in
ternational law, the non-circumvention 
clause does not permit any obligations or 
interpretations exceeding the scope of the 
Treaty itself. As a result, the existing forms 
and structures of participation and co-opera
tion are not prejudiced by the non-circum
vention clause. In other words, the modern
ization of the nuclear weapons systems exist
ing in Europe and the continuous co-opera
tion in the nuclear and conventional fields 
within the Alliance are not affected. Nor is 
co-operation in research, development and 

production jeopardized as regards cruise mis
siles. Therefore, the non-circumvention 
clause cannot and should not be interpreted 
as a non-transfer clause. 

The SALT III negotiations O!l nuclear 
medium-range weapons represent a very 
complex problem. They wUl doubtless require 
closer consultations than has been the case 
unt il now with SALT II. In the case of SALT 
the United States and the Soviet Union, and 
comprehensively, but for SALT III two par
allel efforts are nevertheless necessary in 
order to: 

(a) make possible further reductions of 
the strategic intercontinental capab111ty of 
the United States and the Soviet Union, and 

(b) reduce disparities in the field of con
tinental nuclear weapons in Europe. 

It is to be welcomed that in the future 
there will be no more unilateral U.S. arms 
limitations in the TNF field, as there are in 
the present Protocol. The statement which 
was delivered on behalf of the U.S. Govern
ment a t the session of the NATO Council on 
29 June in connection with the statement of 
intent of t he SALT II Treaty and which Sec
retary of State Vance quoted at the hearing 
of the Senate Committee on Foreign Affairs 
on 9 July, represents a step in this direction 
and guarantees strict reciprocity in the fu
ture limitation of non-central systems. 

On this point, too, it would be desirable 
from the European viewpoint if in its ratify
ing resolution the Senate reaffirmed the posi
tion of t.!:le U.S. Government. SALT II would 
then represent a suitable basis for reducing 
at the SALT III negotiations also the Soviet 
superiority 1n the medium-range field which 
is a threat to the European members of 
NATO in particular. 

The Alliance will also have to adapt orga
nizationally and technically to the political 
and m111tary requirements arising in this 
context. The experience gained so far with 
the High-Level Group and the Special Group 
is most positive. The importance of the po
litical, m111tary and strategic issues arising 
tn connection with SALT III justifies new or
ganizational and technical efforts. SALT TII 
negotiations will affect matters relating to 
European security to a far greater extent 
than SALT II did. They will continue to be 
basically bilateral negotiations between the 
United States and the Soviet Union, but the 
consultations will naturally have to be much 
more intensive than has been necessary until 
now. The consultations w111 have to include 
the elaboration of negotiating positions. We 
need suitable arrangements for the Allies to 
be able to have a say in the negotiations, 
which is not the same as participating in 
them. A new institution along the lines of 
the Special Group might be a solution to this 
problem. 

STATEMENT BY STANLEY HOFFMANN 

I would like to address myself to two dlf
ferent issues. The first is the SALT II agree
ment it self (by which I mean the treaty, 
protocol, and joint statement). How good a 
treaty is it, from the (sometimes conflicting) 
viewpoints of American security and of arms 
control? This should be our primary con
cern . But the agreement does not exdst in 
a vacuum, and many members of the Sen
ate, along with many witnesses, have made 
it clear that their assessment of the agree
ment depends on their view of the m111tary 
and political environment of SALT: What 
are Russia's and America's positions in the 
world at oresent, and what are the trends 
for the 1980's? I shall examine this envdron
ment in the second part of my testimony. 

I 

The SALT agreement, negotiated by three 
American administrations, has some flaws, 
and many advantages. 
A . I find three flaws, none of whtch ts fatal. 

1. From the viewpoint of arms control, lt 
has often been pointed out that the treaty, 
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while imposing a number of numerdcal ceil
ings and, for the first time, qualitative re
strictions on the arms race, actually allows 
for a vast increase in the number of war
h~ads, for the development of new launchers 
(new ICBM, air-launched cruise missiles), 
and for the modernizat ion of existdng forces . 
Once more, it has become clear that arms 
control and arms reduct ion are not the same 
thing. One of the most frequent arguments 
of those who, like Secret ary Brown in his 
remarkable and forceful testimony, detend 
the agreement against the charge that it is 
dangerous for U.S. security, is that SALT II. 
allows the U .S. to pursue all of its defense 
plans for the 1980's-an argument which has 
cost the treaty some support on the side of 
those for whom arms lrimitations should be 
the first priority, once the capabilities for 
mutual assured destruction exist in both 
superpowers. 

It is true that the treaty is a modest step 
on the road to arms control-more modest 
than the carter Administration would have 
liked. But it is aloo true, first, that the 
restrictions imposed by SALT II are more 
comprehensive than those of SALT I, and, 
while allowing the nuclear arms race to con
tinue, will constrain and regulate it more 
than did SALT I. (Between SALT I and II, 
there was 1n fact a formidable acceleration 
of the arms race on both sides, partly be
cause of the deployment of new weapons 
systems, partly because of the failure to limit 
or ban MIRV; a failure whdch blots the rec
ord of the American negotiations in particu
lar-we were ahead then-and which is 
largely responsible for the Minuteman vul
nerab111ty problem.) Secondly, the carefully 
balanced limits Imposed by SALT II should 
make future reductions possible, and can be 
seen as a prerequisite . Thirdly, the alterna
tive to this agreement is most likely to be, 
not a better one, with deep cuts, but tension 
and no agreement for a. long time. 

2. From the viewpoint of U.S. security, op
ponents of the agreement have pointed out 
that it allows the Soviets to keep their heavy 
missiles (for which we have and plan no 
equdvalent) and that it leaves our land
based missile force vulnerable to a. Soviet 
first strike in the early or middle 1980's. But 
this vulnerab111ty (whose importance wlll be 
discussed below) was not created by SALT II. 
and the agreement leaves us free to take 
steps to try to reduce it, by making present 
and future U.S. land-based mis&iles mobile. 

Moreover, with or without the MX, Soviet 
land-based missiles (a. component of the 
Soviet nuclear force much larger than U.S. 
land-based missiles in our arsenal) will be
come vulnerable also, given the increasing 
accuracy and power of penetration of our 
warheads. And while the heavy missiles give 
the USSR a. throwweight advantage, the 
number of warheads ca,pable of hitting mis
siles is a. far more significant measure. Pre
cisely, the treaty puts limits on the num
bers of Soviet warheads, and, in the long 
run, places the heavy Soviet missiles in 
jeopardy, since it bans mobile heavy mis
siles. It has been pointed out that the thn' fl . 
to our ICBM force would exist even 1! the 
SS-18 did not. Soviet w1lllngness to dis
mantle part of their SS-18 arsenal (e.s re
quested by the Carter Administration 1n 
March, 1977) would have undoubtedly made 
this threat less ominous. But if this agree
ment is not a mutual disarmament treaty. 
it is hard to Imagine either side letting it 
be a unilateral (even partial) disarmament 
treaty. The Soviets had good ree.sons to see 
our March, 1977 offer in this light : we were 
asking them to give up pa.l"'t of what they 
had, with no comparable cuts by us, only 
promises of futm·e restraint. 

3. From both the viewpoints of security 
and arms control, the provision of the Pre 
tocol which temporarily bans ground and 
sea-launched cruise missiles of a. range 

superior to 600 km., but imposes no restric
tion on the SS-20 and no other restriction on 
the Backfire bomber than Mr. Brezhnev's 
promise not to produce more than 30 a year 
leaves much to be desired. Soviet weapons 
systems aimed at our ames in Western 
Europe have not been curbed, even though 
they have serious strategic implications 
(they deprive us of the advantage we had 
in thea.ter nuclear wea.pons as long as the 
Soviets disposed only of long-range strategic 
weapons against West European targets; we 
have only a small number of planes based 
in Europe, capable of hitting objectives in 
the USSR). We have, however, accepted to 
place restrictions on systems that could give 
us a matching ab111ty. 

It is, of course, true that the duration of 
the Protocol is short, and there is merit in 
the suggestion made by Henry Kissinger, of 
an amendment that would subordinate post-
1981 limitations on U.S. theater weapons to 
Moscow's acce,ptance of similar limitations 
on "Soviet weapons performing comparable 
missions." We must remember, however, 
that the Soviets may look at the matter quite 
differently. It was our allies who insisted on 
keeping American Forward Based Systems 
(and consequenrtly Soviet systems aimed at 
Europe but not at the U .S.) out of SALT. 
And the American concession on ground 
and sea launched cruise missiles--our only 
planned weapons systems that we have ac
cepted to curtail, if only temporarily-is 
likely to be seen by the Soviets as having 
already been paid for, i.e. by Soviet accept
ance of various bans (such as that of the 
SS-16) and limitations in the agreement. 
Their willingness to pay twice may not be 
very great. 

This, however, is no reason to repudiate 
the Protocol as it now stands: we could not 
deploy such cruise missiles before 1981 any
how, nor is it at all certain that they a.re 
the answer to the problem of the "Euro
strategic" balance. It is, indeed, clear that 
at least ground launched cruise missiles are 
not. And the protocol allows the U.S. and 
its allies full freedom to deploy a new middle 
range mobile land based missile capable of 
reaching Soviet targets from positions in 
Western Europe. 

Thus, this third fiaw can be reduced to 
small proportions: a question mark about 
the ease with which our SALT III negotiators 
will be able either to negotiate Soviet re
strictions on their theater weapons in ex
change for prolonging the ban on sea-based 
cruise missiles, or else to get the Soviets to 
accept an end to the ban-and a hope that 
the American willingness to give up, even 
temporarily, one type of weapon of interest 
to our allies , in exchange for Soviet restric
tions on weapons capable of hitting the U.S. 
but none on weapons capable of hitting them 
(a move of greater symbolic than m111tary 
meaning) will not be repeated. I have not 
mentioned the non-circumvention provision 
of the treaty, for it Is not likely to turn out to 
be troublesome in our relations with our 
allies. 

B. The advantages of SALT far exceed the 
disadvantages. 

1. From the viewpoint of security, it is 
important to stress, as Secretaries Vance and 
Brown have done, that the Soviets have ac
cepted a number of major restrictions that 
blunt their throwweight advantage, slow 
down the threat to Minuteman, make a mo
bile land-based missile system more surviv
able, and attainment of overall Soviet stra
tegic superiority less possible. Secretary 
Brown and General Se1gn1ous have provided 
this Committee with figures and examples. It 
Is true ·that quantitative limits on launchers 
are not the most significant measure. But 
SALT n goes much beyond this , by limiting 
the number of warheads that can be placed 
on each type of launcher, and by limiting 
quite strictly the number and type of new 

ICBM systems, or the conversion of existing 
launchers. It is clear that without SALT, the 
problems which the Soviet buildup and the 
gallop of technology have created for us 
would not only persist but worsen, since the 
Soviets could have many more launchers, and 
particular MIRVed launchers, many thou
sand more warheads on these, more heavy 
missiles, more new types of ICBM, more 
Backfire bombers , and more methods of con
cealment. Those who worry about verifica
tion would have to prove how an uncon
tained arms race would improve our ab111ty 
to detect what our adversary does , and to 
prove that under the agreement a Soviet 
violation could remain undetected long 
enough to unset the balance of forces . Those 
who argue that the Soviets aim at strategic 
superiority, and at its political exploitation, 
still have to explain why the USSR has ac
cepted the handicaps created by the agree
ment; and if the tentative answer is that, 
in exchange for some limits, the Soviets ob
tain an end to the American lead in tech
nology, there remains a need to explain why, 
in exchange for these limits, the Soviets did 
not obtain a ban on air-borne cruise missiles, 
on the Trident submarine, or on the MX, 
or on more accurate warheads. 

2. From the viewpoint of arms control, de
spite the permissiveness of the agreement, 
it will constrain the arms race, as indicated 
above , and above all-thanks in part to the 
articles on verification-provide both sides 
with a modicum of predictability. This, to 
be sure, helps defense planners, but it also 
helps arms control , especially in providing 
both a comurehensive baseline for reductions 
and the foundations for new efforts in areas 
other than those covered by SALT : a com
prehensive test ban , a non-proliferation 
strategy, efforts at llmiting conventional or 
theater nuclear arms races. Each of these ef
forts has to overcome formidable obstacles of 
its own. Each one would be undermined or 
set back by a failure to go through with 
SALT II. 

3. From the viewpoints of security and 
arms control , SALT II is important because 
it provides the main-almost the exclusive
cooperative element in Soviet-American rela
tions e.t present. There are two main ree.sons 
why this link has to be preserved. First, our 
common interest in avoiding nuclear war 
does in fact create a. common bond. I will 
discuss its limits later; but both sides have 
an interest in managing their unavoidable 
competition in such a way e.s (i) to leave 
them with a considerable margin of maneu
ver and error before having to reach fateful 
decisions about military confrontation or 
threats , (ii) to make it easier for them to 
protect their common concern with survive.! 
and with avoiding the kind of spread of nu
clear weapons that might be uncontrollable 
by the superpowers. These two goals can 
obviously be met more easily 1f arms control 
agreements provide an underpinning of pre
dictability, a. reassurance against worst-case 
hypotheses, and a basis for joint anti-prolif
eration policies. It is absurd to invoke lack 
of trust and fundamental differences as argu
ments age.inst a balanced SALT agreement. 
In the nuclear age especially, It is between 
adversaries that such an agreement is in
dispensable : if trust and a. common code of 
behavior existed, the elaborate network of 
formal deals could be replaced by Informal 
understandings and parallel unilateral 
moves. 

Secondly, our allies-Western Europe but 
also Japan-are keen on preserving whatever 
has been accomplished through detente. 
Since they have no, or pre.ctically no, arin.S 
control agreements with the Soviets, they 
have built a network of cultural and eco
nomic relations, and political consultations. 
We have no comparable network . For our 
allies , the preservation and pursuit of SALT 
e.re evidence of continuing convergence be
tween their course and ours. They want both 
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security and detente; both major parties in 
West Germany, for instance , emphasize both 
the need for NATO to deal with the issues 
of theater nuclear imbalance, and the need 
to continue reaping whatever benefits ha.ve 
been obtained through detente--they range 
all the way from humane contacts between 
Germans from East and West , to business 
involvements in Eastern Europe, to the kind 
of protection against any further erosion 
of America's strategic nuclear sword (or 
shield) which SALT II entails. Our allies are 
worried , not only when they suspect us of 
neglecting the European balance of forces 
for the global strategic one, but also when 
they hear us arguing about security vs. 
d etente. This fea.r is not evidence of their 
"finlandization"-unless one applies this 
silly term (insulting to the Finns) to every 
concern for improved and mutually beneficial 
relations between East and West. For the 
U.S. to reject the SALT agreement, after 7 
years of bargaining, would weaken our allies' 
confidence in America's ability to follow a 
steady and responsible course. This faith has 
already been eroded by a series of disagree
ments over economic and non-proliferation 
policies. Those who worry about the decline 
of American power should remember that 
some of the worst wounds are self-infiicted. 

n 
Opposition to SALT II has concentrated 

less on the agreement than on the inter
national strategic and political environment. 
It has been said that our strat egic situation 
has seriously deteriorated: both the inter
continent al and the European theater nu
clear balances have been shifting to the ad
vant age of the Soviets, their capacity to in
tervene far from their borders has increased 
while ours has declined, and they have 
launched an "unprecedented geopolitical of
fensive. " SALT II, insofar as it ratifies "a 
dangerous shift," is therefore viewed by such 
critics either as a symbol of our decline , or, 
at best, as a harmless snapshot of an un
comfortable moment: let us not tear it up , 
but let us do all we can to reverse the 
trend. I will try to address myself briefiy to 
the strategic and to the political aspects of 
the problem. 

A. Two strategic issues are worth ment ion
Ing: Soviet strategic conceptions. and the 
growing vulnerability of our land-based mis
siles. It is these two issues which are said 
to put us in grave danger, exposing us to 
blackmail and to the risks of escalation con
trol by a foe determined to use Its growing 
military capabilities in order to reach its 
political goals. 

1. It has been said that the U.S. has 0 11t 

_ all its eggs In the basket of deterrence . more 
specitlcally the docJ;rine of mutual assured 
destruction (M.A.D.). whereas the Soviets are 
following a war-winning strategy. This 
strikes me as a distortion of reality. First. 
It Is true that we have, In the 60's , pro
claimed the virtues of M.A.D. There were 
good reasons for this: if the main thing 
was the possesion of a "survivable" second 
strike force capable of devastating the 
enemy's population and economic centers so 
as to deprive him of any reason for a surprise 
attack, if wisdom also suggested leaving one's 
own country exposed so as to leave oneself 
with no hope of getting away with such 
an attack , the quest for security and for 
arms control would merge, and stab111ty 
would be achieved. However, the more the 
Soviets succeeded in reducing our erstwhile 
huge superiority, the less credible a str .... t e
gy of massive retaliation for all occasions 
became; and the more warheads we had. the 
more opportunities appeared for selective 
and accurate targeting. As a result, the 
idea of a limi ted counterforce strategy-not 
a first-strike force aimed · at disarming our 
enemy. but the targeting of other military 
objectives-reappeared in the Nixon Admin
Istration and has been confirmed by Secre-

tary Brown. It may not be a war-winning 
strategy (nobody has yet explained how nu
clear war can be won), it certainly is a war
fighting strategy. 

Secondly, Soviet strategy is not a simple 
war-winning strategy that treats nuclear 
weapons like ordinary ones. Soviet leaders 
have repeatedly acknowledged the folly of 
nuclear war or nuclear superiority. On the 
other hand, Soviet conceptions differ from 
ours. In Moscow. deterrence is seen, not 
as the opposite of war, nor as sharply dis
tinct from defense, as we tend to do, but 
as part of the science (or art) of war, and 
inseparable from defense; not, I think, be
cause the Soviets' objective is victory in the 
classical sense, but because they assume that 
war is still possible, and must, if it comes , 
aim as before above all at the destruction 
of the enemy's forces . 

To them, therefore, deterrence means be
ing capable of deterring us from striking 
first; and this is best done, by having the 
a.b1Iity not only to bust cities, but also to 
destroy a sizable fraction of our nuclear 
forces-preemptively if necessary (not, as 
Professor Pipes rightly points out, out of 
the blue, but at the h-eight of a. crisis) . And 
since war may come, the Soviets belleve they 
have an interest In limiting damage to 
themselves: both the development of heavy 
missiles ca.pable of destroying part of the 
American striking force, and the civil de
fense efforts, correspond to this conc-ern. 

Clearly, such a conception Is not an 
endorsement of M.A.D. (Soviet acceptance 
of the ban on ABM, which was sometimes 
interpret-ed as one. was probably due to the 
fact that our technological superiority might 
have ma.de it easier for us to protect our 
forces, thus thwarting the Soviets• ambition 
to be able to destroy part of them.) Nor is 
it an assent to our notion of stab111ty: given 
their conception, It made sense for them to 
lteep expanding their ICBM force even after 
they had caught up with ours. The reasons 
for their adoption of this design are mul
tiple. They do have a profound sense of 
technological Inferiority, they see us as set
ting the direction of the arms rac-e and 
therefore define their mission as being able 
to intimidate the intimidator. Therefore. in
sofar as they have a notion of stab1Iity, It is 
not ours (i.e . neither side should be able to 
threaten the other's retallatory force). it is 
the id-ea of stopping the development of new 
weapons systems once they have caught up 
with us. Russia's traditional emphasis on 
defense, and the major role of the m1lltary 
In strategic thinking and decision-making 
also account for this. 

Now, the question raised by the difference 
In conceptions is: does It matter? It has not 
prevented pragmatic, increm-ental bargain
ing on arms control, with each side succeed
Ing in blunting what it considered the most 
threatening new developments of the rival. 
Indeed , the difference makes arms control 
more rather than less necessary (if both 
sides -embraced M.A.D. , one wouldn't need 
such elaborate "structures of peace"). while 
also making it more difficult. The problem 
with the difference is that It allows for wide 
divergences in the assessment of Soviet stra
tegic purposes: does the design aim at win
ning a nuclear war. or only at deterring us 
from resorting to nuclear weapons and at 
limiting damage to Soviet society If such 
deterrence fails? A "war-fighting" strategy 
can aim either at both, or at either one of 
these goals. My own assessment is that it 
aims at the latter: the Soviets are fully 
aware of the enormity of our capab111ties 
(hence their determination to be able to 
reduce them!), and the llmitations they have 
accepted in SALT II are far more compatible 
with the second interpretation than with 
the first . 

However, even the second presents serious 
problems for us. For there is still another 

alternative. Is the Soviet conception of deter
rence essentially defensive (i.e ., "intimidate 
the intimidator so he can't pressure you"), 
or is it primarily offensive, aimed at winning 
without resort to nuclear weapons ("intimi
date him so as to be able to pressure him 
and to expand")? The Soviet build-up of the 
SS20 and Backfire bombers allows one to 
suspect that the latter may well be the goal 
(to be sure, they are firs t -strike weapons 
that could be used against m111tary objec
tives, including American FBS, in Western 
Europe, but despit e their precision, they 
would create such vast civilian casualties 
that a war that began with such an attack 
could not remain "limited" easily : it could 
trigger the U.S. strategic forces . The new 
Soviet weapons seem much more apt at de
terring our inferior theater nuclear weapons 
from being used .to stop a Soviet conven
tional thrust, while the Soviet strategic force 
would deter our strategic force . As long as 
we had superiority in theater forces, it would 
have been risky for the Soviets to begin a 
conventional strike and to believe that no 
nuclear weapons would be used) . Indeed, the 
Soviet goal may be to pressure and expand, 
not through the use of conventional weap
ons, but through blackmail, by exploiting po
litically Soviet advantages in regional bal
ances and in the composition of nuclear 
forces . 

2. This is where the issue of Minutemen 
vulnerability comes in. For many months 
now, we have been almost obsessed by a 
nightmarish scenario : at t he height of a 
political crisis, we would let ourselves be 
intimidated by the Soviet ability to destroy 
our ICBM force, leaving us with no alterna
tive to capitulation other than mutual de
struction. It is in order to escape from this 
dilemma that we are planning a mobile MX
whlch won't be ready until after our Minute
men have become vulnerable. This scenario 
strikes me as perverse, and as an extraordi
nary instance of self-intimidation and self
scare. First, in purely m111tary terms, it is 
hard to believe that the Soviets could ever 
be sure that an attack on all our land-based 
forces-which would cause considerable 
civilian casualties would not trigger our 
remaining retaliatory force (ca. 75% of our 
arsenal!) into devastating the USSR. For 
the Soviets, it would be a cosmic roll of dice. 
expecting perfect success on their side and 
cool, rational control on ours. As for selectiv• 
Soviet s t rikes against our land-based mL~ 
siles, they would leave us with enough ICRII 
to retaliate against their land-based forcP.• 
and the scenario of a nuclear war of att•J 
tion is highly dubious. The gradual destn~o• 
tion of the enemy's first-strike forces, anc 
even of his military installations, is not sm11 
cient to give one "victory," as long as hi: 
second strike force is intact: one would wit 
only if the "loser" spared the "winner's" own 
cities. The ultimate threat, in the nuclear 
age, remains the menace of city destruction, 
and counterforce nuclear war can "succeed" 
only if it deters the loser from carrying out 
the supreme .threat. This is independent of 
the momentary military balance, since the 
abilit y to hit the other side's cities instead 
of (or in addition to) his forces exists 
whether one is superior or inferior in first
strike forces. 

Secondly, again in m111tary terms, after a 
Soviet first strike aimed at our whole ICBM 
force, if we chose not to retaliate against 
their cities, we would have another alterna
tive to capitulation: given our advantages in 
bombers and ALCM, we would have huge 
residual means of hitting military targets, 
including the remaining Soviet land-based 
missiles (assuming they wait for our counter
blows; but if they don't wa!.t, and aim at 
ports, factories , airfields, the civlllan casual
ties mlgh t be enough to provoke radical 
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escalation); and we would still have enough 
warheads left to be able to hit Soviet cities 
later. In other words, there is no decisive 
Soviet advantage in striking first. 

Thirdly, as I have pointed out before, the 
vulnerabllity of land-based forces is not an 
American problem only. Indeed, it is not 
clear that any of the moblle basing systems 
discussed untll now (other t han those which 
would, in effect, turn land into sea-based mis
slles) would guarantee invulnerab111ty, given 
the vast numbers of warheads available to 
each side. And yet, precisely because there is 
no decisive Soviet advantage to striking first, 
and even with the planned MX, we could 
probably not destroy the whole Soviet ICBM 
arsenal in a first strike, nor be sure to escape 
Soviet massive retaliation 1! we did; the bal
ance of terror is much less delicate than Al
bert Wohlstetter had suggested. 

Fourth, it is impossible to prove that the 
outcome of political conflicts has been de
termined by the exact ratio of strategic mlU
tary forces. Both sides-not just the USSR
refrained !rom the use o! force during the 
Berlin crises of 1948 and 1968-71 , despite our 
nuclear superiority; and 1! we prevalled, it 
was because we had shown resolve and dem
onstrated the importance of the stake to 
us. In the Cuban misslle crisis, the local ad
vantage we had, and the same demonstration 
of resolve, plus (again ) our ability to put on 
the Soviets the burden of having to risk ini
tiating the use of force , gave us our victory, 
rather than the imbalance of strategic forces. 
It is the relative importance of the s take to 
each side, that is decisive . To be sure, we may 
try to fortify our resolve, and to make that 
importance more manifest, by having "es
sential equivalence" in nuclear forces , as de
fined by Secretary Brown. But nuclear 
equivalence or superiority did not help us in 
Vietnam, and there are other ways to bolster 
one's resolve and to demonstrate one's com
mitment. 

3. I come to the conclusion that the 
seriousness of our strategic situation vis-a
vis the USSR has been much exaggerated . 
What would deter us, in a crisis, from attack
ing Soviet cities, is not the new phenomenon 
o! Soviet heavy missiles and throwweight 
superiority, it is the old fear of retaliation 
against our cities-it is mutual vulnerabllity. 
On the other hand, scenarios o! protracted 
counterforce nuclear war sparing cities are 
inherently dangerous: the more accurate 
each side's missiles become, the greater the 
enemy's incentive to preempt. To develop 
one's count erforce capab111ty mav well. how
ever, be ultimately irrelevant, except as a 
waste of money : because o! the uncertainty 
of fighting such an unprecedented war, of the 
problems of command and con trol , o! the 
!act that city-busting is always in reserve, 
the enemy may never be sure that we actually 
mean to fight a llmited nuclear war, and he 
may therefore be quite unw1lling to test, try 
and see. 

I! "essential equivalence" means that we 
must be perceived by others, and perceive 
ourselves, as able to do whatever the Soviets 
are technically able to do-i.e , destroy parity 
o! the enemy force-then a limited deploy
ment of the MX is justified (even though we 
could probably achieve the same result with 
our existing forces) . If however one con
cludes, as I do, that there is nothing to be 
gained by having a first-strike ab111ty against 
land-based missiles, it becomes much more 
difficult to justify the MX (as opposed to 
merely giving a mob1le basing system to Min
uteman). Ultimately, the choice for both 
superpowers will be between expensive mo
b1le systems that may not guarantee invul
nerability anyhow, and could seriously com
plicate the verlfl.catlon of arms control and 
gradually phasing out ICBM altogether. Since 
the Soviet arsenal consists so largely of ICBM, 
the coming predicament w111 hit them much 
more than us. 

In the meantime, our main military effort 
ought to be aimed at shoring up regional 
balances. None of the scenarios that entail 
the use of strategic nuclear weapons really 
makes sense-neither massive retaliation, nor 
limited counterforce. The function of these 
weapons is likely to remain deterrence from 
their use: even if both sides don't endorse 
it as their common strategy, mutual assured 
destricution is sufficiently possible to perpet
uate, as Churchill saw it, safety as the 
sturdy chlld of terror, and survival as the 
twin brother of annihilation. This means 
that the real danger lies in the problems of 
regional instability, in a world strategically 
fragmented under a stable superpower nu
clear umbrella. In the specific case of Western 
Europe, what is needed is both modernization 
of conventional forces, and an effort at re
storing the theater nuclear balance in such 
a way (a) as to deprive the Soviets of any 
reason to believe that their advantage in this 
respect could allow them to exploit their con
ventional superiority and to keep a conven
tional war from escalating to the nuclear 
level, (b) as to provide an incentive for mu
tual limitations and reductions in theater 
nuclear forces. 

However, regional balances depend deci
sively on underlying political and economic 
factors. We must end with some remarks 
about the "geopolitical" situation. 

B. Two issues must be addressed sepa
rately: that of Soviet behavior, that o! 
American power. 

1. It has been asserted that the Soviets 
have launched a "geopolitical offensive," pre
cisely because m111tary might is the only di
mension in which they are a superpower; it 
has been stated that the combination of In
ternal tensions (due to economic inefficiency, 
nationalities' claims and succession troubles) 
and strategic advantages in the early 80's 
might lead them to take greater risks and 
act more aggressively than in the past. 

I believe that this view imposes far more 
coherence and design on Soviet pollcy than 
is warranted by reality. I agree with Robert 
Legvold, certainly one of our most balanced 
and knowledgable analysts of Soviet be
havior , that military power has never been 
quite the central and blunt instrument o! 
Soviet foreign policy which so many tell us 
it is. 

Surely, without such power the USSR 
would neither have won the Second World 
War (after the disasters o! 1941-early 1942), 
nor have obtained territorial gains and su
perpower status after the war. Nor would the 
Soviet empire in Eastern Europe survive 
without the Red Army. However , rather than 
as a deliberate, planned and masterly march 
toward world domination, Soviet pollcy ls 
easier to interpret as (a) a relentless attempt 
at achieving equality with the U.S ., i.e. at 
breaking the American monopoly of control 
of the high seas or of means to intervene 
all over the world, and at imposing Soviet 
participation in the settlement o! all major 
disputes , whether in the Middle· East or ln 
Southern Africa, (b) the sk1llful exploita
tion of opportunities, many o! which arise 
either without having been created by the 
USSR, or through the independent action 
of a Soviet client or ally. The USSR has 
moved, but with considerable caution. Its 
presence in the Arab-Israeli conflict has led 
to its expulsion by Egypt, and to increasing 
ambivalence on the part of Syria and Iraq. 
The litany of Angola , the Horn of Africa, 
South Yemen, Afghanistan, Vietnam, throws 
together disparate events, tied only by two 
threads: low risks and opportunities pro
vided by previous Western mistakes or de
feats or (in the case of Afghanistan) In
difference. 

To be sure, Soviet successes such as these 
are profoundly irritating to Americans. But 
the idea of Unking explicitly arms control 
agreements to Soviet "gOOd" behavior does 
not deserve being revived. It suggests that 

such agreements must somehow be in the 
Soviets' interest more than in ours, which is 
false . It also suggests that they are so much 
in the Soviets' interest that we could use 
them as a level and shortcut to obtain Soviet 
acquiescence to our idea of international sta
b111ty and moderation-a very static idea 
which looks at every change of regime in 
"our" parts of the world with suspicion. Not 
only is it hard to believe that a power that 
has never given up the effort to tnt the "cor
relation o! forces" in the world in its direc
tion, would do so in exchange !or mutually 
beneficial arms restraints. But we must re
flect that (a) we ourselves would not like 
to have to give up the pursuit of unilateral 
advantages (banned by the fatuous language 
of the 1972 Soviet-American agreement): 
!or instance in the Middle East peace process, 
or in relations with China, (b) we would ob
ject violently to any Soviet attempt to sub
ordinate strategic arms control, or Soviet co
operation in non-proliferation efforts, to 
our behaving the way they would like us to 
behave in every part of the world. Henry Kis
singer, who had come to office with firm ideas 
about linkage , later became the most con
vincing exponent of the view that our mu
tual interest in arms control precluded any 
effort to link SALT to other matters. There 
is , in any case, an implicit linkage: 1! the 
Soviets rock the boat too vigorously, they 
wm find it impossible to get the American 
Senate and publlc opinion to endorse arms 
agreements that seem incompatible with 
such behavior. 

I! it is m111tary might only that bolsters 
the Soviet claim to world power, then the 
appropriate strategy !or us is (a) to con
strain that might through SALT and other 
arms control bargains, (b) to match it, 
and help others match or deter it in those 
areas where it is already deployed, (c) to see 
to it that third party conflicts do not pro
vide the USSR with opportunities to protect 
and inject its power in a manner detrimen
tal to our interests. Our competition with 
the USSR w111 continue. But competition 
can take many forms: From outright con
frontation, to cooperative contests . It is, in 
the long run, 1n our interest to move more 
toward the latter end o! the spectrum-both 
because there are indeed many vital issues 
that cannot be handled without some par
ticipation of the USSR, and because only if 
there is some density of cooperative rela
tions in which the Soviets have a stake, may 
considerations of linkage be effective (!or 
instance, between economic help !rom the 
West and Soviet external behavior; expllcit 
llnkage to domestic behavior is not likely to 
work) . Strategic arms control agreements 
should not be expllcitly "linked" to any
thing. But their own progress will depend on 
the superpowers' ab111ty to manage their con
test in a less antagonistic way. 

2. Those who speak of the retreat of Amer
ican power lump together very different !ac
tors . One is an inevitable comparative de
cline. The preponderance of m111tary and 
economic power enjoyed by the U.S. in 1945 
could not last; it was clear that the USSR 
would want to close the gap (and even 1! 
we have often been wrong in expecting less 
of a Soviet nuclear build-up than took place, 
our own massive program o! 1961, plus the 
hum111ation inflicted on the Soviets during 
the Cuban miss1le crisis, gave them two pow
erful jolts and incentives). The economic 
recovery of our allles, as well as the eco
nomic integration of Western Europe, were 
our own objectives. The rise of OPEC is an
other element in that comparative decline; 
ironically, what has given OPEC its power is 
the very spectacular economic growth of the 
advanced capitallst states, based on cheap 
energy. 

A second factor ls quite different. It con
sists of recent American defeats; see the 
litany above, and add Iran, or the disinte
gration of our position in Turkey or in 
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Pakistan. But on the one hand, in practically 
every instance, we find that our failure was 
due, not to a lack of material power, but to 
a deficiency in political analysis and skill
in the use of our power, in our capacity to 
control the outcomes, in our abil1ty to antic
ipate events and to either exploit opportuni
ties, or get out of hopeless situations in time, 
or align ourselves with the forces that were 
destined to prevail (not in order to capitu
late to them but in order to influence them). 
This has to do not with muscle but with 
brain. On the other hand, the world as seen 
from Moscow is not rosier than the world as 
seen from here. China's drive for develop
ment, its rapprochement with Japan (largely 
because of Soviet bungling), at least partial 
peace, under U.S. auspices, in the Middle 
East. Continuing negotiations, under West
ern auspices, about Zimbabwe and Namibia, 
the consolidation and enlargement of the 
EEC, the cooling of relations with India, and 
continuing discontent in Eastern Europe
not to mention quagmires in Erithrea and 
Afghanistan: All of this shows that growing 
might is not a perfect answer on the other 
side either. 

A third factor in the alleged "retreat" is 
lack of wm or resolve. But will, resolve, tak
ing a stand, become all too easily grandstand
ing, show without substance, and e.mpty 
rhetoric--or, as in Vietnam, recipes for dis
aster. The key problem here is that the in
struments of control on which we have been 
used to rely: the application of m111tary force 
or assistance, and the provision of economic 
aid, are simply inappropriate or insufficient 
in three kinds of issues that dominate to
day 's agenda: economl.c problems such as 
the energy crisis or the questions of inflation 
and recession that plague us and our all1es, 
disputes between states both of which hap
pen to be our friends or all1es, internal dis
order in friendly countries whose troubles are 
too deep to be "resolved" by covert action. 
Thus the real drama lies in the divorce be
tween an expectation of control and the diffi
culties of influence; it lles not in the absence 
but in a kind of i.mpotence of power-in a 
world in which America's own preponderance 
and position as guardian of the status quo 
make 1t the inevitable target of all the dis
contented, of all the efforts at rewriting the 
rules of every game. 

3. In concluding, let me say that although 
there are more than enough reasons to worry 
about the future of America's role in the 
world, 11' one looks at trends in the world 
economy, or at world population figures, or 
at political and social conditions in develop
ing countries, or at racial issues and festering 
conflicts in most areas, or at productivity 
figures in the U.S., I am more disturbed by 
some conceptual or perceptual deficiencies 
that mark the way in which Americans look 
at the world. The recent debate on the Pan
ama Canal as well as the current one on 
SALT have thrown alarming light on these 
flaws (and also on serious institutional prob
lems concerning the ability of a system of 
checks and balances to work effectively at a 
time when isolation is impossible but patri
otic mobilization around an imperial Presi
dent is also ruled out, and when one observes 
both a weakening of parties and a rise of 
single-issue pressure groups). 

A first deficiency is the tough-guy approach 
to international affairs. The number of prob
lems that are likely to be resolved or even 
just i.mproved by displays of force and dra
matic acts of commitment is limited. Such 
acts are often useful, in a crisis. But they are 
no substitute for political sk1ll, before, even 
during, and after the crisis (or so a.s to avoid 
one). 

And yet there is, in the land, a nostalgia 
for big sticks and heroic strikes, for a kind 
of High Noon version of international diplo
macy, for a world policed by America's sher
iffs or marshals, for the superiority of Amer
ican might and simplicity of moral division 
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between good and evil which such a world 
entailed. The Carter Administration has been 
good at resisting these pressures, but one 
doesn't win much support by pointing out 
what mistakes one has not made, what fol
lies one has avoided-especially not when the 
official voice is as hesitant and cacophonous 
as has been the case in the past three years. 

There is a second manifestation of the 
same flight from the imperatives of polltical 
analysis and sk1ll; the obsession, criticized 
above, with calculations of strategic nu
clear equivalence, and in particular of 
Minuteman vulnerab111ty. It is as 1f num
bers of warheads or launchers, figures of 
throwweight and potential destruction, 
provided one with a gruesome but wel
come certainty, with a firm and measur
able handle over the messy uncertainties 
of international relations. The overem
phasis of poUtically very improbable dooms
day m111tary scenarios is, Uke the recurrent 
belief in dominoes, proof of a never-aban
doned quest for precision and predictab111ty. 
But not only is this a misplaced quest, it is 
also dangerous insofar as it takes attention 
and money away from the indispensable 
study of the myriad of complex economic, 
social and poUtical forces that criss-cross in 
more than one hundred and fifty countries, 
and that we desperately need to understand 
if we want to be able, not to control them, for 
this is beyond any single nation's reach, but 
to affect them, and to prevent them from 
pushing us into the decline we seem to fear 
so much. For there are many ways in which 
great powers fall into decadence. M111tary in
eptitude is only one of them, and certainly 
not the one that threatens us most. Getting 
out of touch with what is happening outside 
is another way of failing . Arms con t rol agree
ments such as SALT II, which do not lull us 
into complacency about the military balance, 
at least provide us with more leeway to turn 
to what really counts, I won't say "ulti
mately," in order not to offend those who 
beUeve that m111tary might remains decisive 
in the last resort, but certainly in the dally 
contests of world politics. A rejection of 
SALT, or amendments that would in effect 
destroy the agreements, would encourage the 
national obsession with numbers of weap
ons, concentrate attention on the arms race, 
and divert it from !ill the rest. 

STATEMENT OF PAUL C. WARNKE 

ARMS CONTROL AND SALT III OBJECTIVES 

Mr. Chairman and Members of the Com
mittee: As the Members of the Committee 
know, I left my government responsibilities 
with regard to the strategic anns limitations 
negotiations over ten months ago. Accord
ingly, my comments today on possible ap
proaches to SALT III must be considered 
to be those of a private citizen. They are, 
of course, based on my close personal ob
servation of the SALT process. 

In my opinion, it is imperative that the 
ratification of the SALT II treaty take place 
as soon as possible so that this process may 
go ahead without further loss of time. 
Experience shows that, as SALT plods along, 
the unimpeded advance of nuclear tech
nology puts ever greater obstacles in the patt 
of sound and effective nuclear arms control. 

As I testified before this Committee last 
July, I see one of the main advantages of 
the SALT II treaty as being the creation 
of a firm foundation on which further quan
titative reductions, qualitative constraints 
and other limits on nuclear weapons develop
ment may be based . Accordingly, I do not see 
as the goal of the SALT III negotiations the 
creation of a whole new replacement treaty. 
With the entry into force of the SALT II 
treaty, we will have the basic structure for 
a continuing nuclear arms control regime. 
Much, if not most, of the SALT II negotia
tions centered around such fundamental 
Issues as the defini tlons of the particular 
nuclear weapons systems to be covered and 

the provisions on verification. These issues 
need not and should not be renegotiated. 
They may, of course, be supplemented. 

Nor, as was the case with the SALT II 
treaty, need there be agreement on the entire 
congeries of compUcated issues before agree
ment can be reached on any individual item 
or related set of items. In SALT II, nothing 
could come into effect until everything was 
settled. Now, it would facilitate the negotia
tions and yield much more rapid progress 11' 
SALT III is conceived as a set of separable 
packages. 

Thus, President Carter has made it clear 
that he places very high priority on substan
tial reductions in both the overall aggregate 
of nuclear weapons dellvery systems and the 
subce111ngs on the more dangerous and de
stab111zing of these weapons systems. These 
subcellings are among the more useful prece
dents created by the SALT II treaty. At an 
early stage, it should be possible to agree, 
for example, that when the reduced ceiling 
of 2250 is reached by the end of 1981, further 
reductions wm be made to bring the aggre
gate strategic nuclear deUvery vehicle total 
to a figure well below that level by the end 
of 1985. At the same time, and as part of the 
same package, agreement should be reached 
to cut, by that same end date and to a sig
nificant extent, the subceilings of 1200 
MIRVed ballistic missile launchers and 820 
launchers of MIRVed intercontinental b'a111s
tic missiles. 

Associated with this package of quantita
tive cuts, there should be an agreement to 
extend the term of the SALT II treaty, at 
least through 1990. 

This relatively simple package would, of 
course, require Senate ratification before it 
came into effect . It could, however, be pre
sented to the Senate as soon as it has been 
negotiated and it should not, I think, prove 
to be controversial. 

Another set of related proposals could be 
those that are designed to have a further 
inhibiting effect on the development of new 
types of strategic nuclear weapons capabllity. 
One such measure would be a Umit on the 
number of intercontinental and submarine
launched ball1stic missile tests that can be 
conducted in any one year. Either the Umit 
of six which was part of the March 1977 pro
posal might be considered or perhaps some 
separate ce111ng a.ppUcable only to ICBMs. 

Another such Umit, which could be asso
ciated with that on test firings, could be a 
ban on any testing of subma.rlne-launched 
ballistic missiles in depressed trajectories, a 
development which would lessen the warning 
time for attacks on our strategic bomber 
force. The Umits on changes in existing mis
s1les should be tightened to the extent that 
verification considerations permit. Specific 
inhibitions on any new strategic weapons in 
the early concept stage could also be included 
in this particular package of SALT III amend
ments to the basic SALT II treaty. 

My preference for this separate package 
approach to SALT III is grounded in large 
part by the next set of SALT ni issues that 
I would Uke to discuss. These involve the sc... 
called grey area systems-the theatre nuclear 
weapons that come in between the tactical 
battlefield classification and those of strat
egic intercontinental range. Obviously, these 
longer range weapons in the theatre nuclear 
forces create negotiating and political prob
lems of great complexity. Their direct rela
tionship to alliance force structure decisions 
means that their disposition in treaty pro
visions cannot be an exclusively bilateral 
process. Our recognition of the sensitivities 
that these theatre nuclear forces evoke was 
reflected in our insistence in SALT II that 
only weapons of intercontinental range would 
be covered. At the Vladivostok meeting be
tween President Ford and General Secretary 
Brezhnev, the Soviets accepted our position 
that forward-based sys tems in Europe would 
not be included. 
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There is, as the members of the Commit

tee know, not complete consonance of views 
among the NATO allles as to the inclusion of 
theatre nuclear forces in SALT III. At the 
same time, it is clear that alUance decisions 
on the upgrading of NATO's theatre nuclear 
forces can only be made in the context of 
developments in Soviet nuclear forces of com
parable range. Moreover, the only restra.ints 
on long-range ground launched and sea. 
launched cruise missiles are those contained 
in the Protocol, which inhibits only the de
ployment but not the testing of such wea.p
ons through 1981. It seems very likely that 
the Soviet negotiators will propose, a.s part 
of SALT III, new restrictions on cruise mis
siles on ground or sea la.unchers that could 
reach the Soviet Union from Western Eu
rope. We, however, have made is very clea.r to 
the Soviets tha.t no such restrictions could 
be accepted unless there are compa.m.ble 
restrictions on such long-range theatre sys
tems a.s the Soviets SB--20 and the Backfire 
bomber. 

Any decisions a.s to what theatre nuclear 
weapons we are prepared to forego, and in 
return for what limits on Soviet theatre nu
clear forces, must be made in close consulta
tion with our Western European allles. These 
decisions will require careful analysis of the 
implications for NATO's security of going 
ahead or holding back. Will, for example, a 
surprise attack on Western Europe be less 
or more fea.sible 1f both NATO a.nd the Wa.r
saw Pact have uncountable numbers of 
long-range cruise missiles deployed on 
ground and sea launchers? Splendid a.s our 
verification capab111ty is, I know of no way 
that we could tell or the SoviP.t Union could 
tell how many such missiles are in fact de
ployed, against what targets they are aimed, 
or even whether they are armed with nuclear 
or conventional warheads or a mix of both. 

Moreover, even if the other NATO countries 
are willing to have questions of threatre nu
clear forces negotiated in bilateral meetings 
between the United States and the Soviet 
Union, it seems certain that this part of 
SALT III could only go ahead with some more 
formal and more contiuuous consultative 
mechanism, whereby we would have con
sta.ntly to renew the proxy given to us by our 
allies. We would, I am certain, be completely 
unwilling to decide issues basic to NATO's 
nuclear m111ta.ry forces except on the ba.sis of 
full agreement and understanding within the 
alllance. 

But, a.s I see it , there 1s no reason why this 
set. of issues, which raise such troubling po
litical, military and negotiating problems, 
should hold up further bila.teml agreement 
on deep cuts and new qualitative restraints 
on strategic range nuclear weapons systems. 
There is, I recognize, a temptation to find a 
relationship among all of the questions that 
can arise a.s the SALT negotiations continue. 
The breaking down of these issues into sepa
rate packages, that might be negotiated, 
signed and ratified as separate amendments 
to the basic SALT II treaty, foregoes some 
opportunity for trade-offs . But, to take one 
simple instance, we would certainly have 
preferred to see lower figures than 2250, 1200 
and 820 as part of SALT II. We in fact pro
posed, unsuccessfully, limits on flight tests 
and test testing of submarine launched bal
listic missiles in depressed trajectories. If and 
when we can secure agreement on these fur
ther cuts and these new restraints, I can see 
no reason why they should not promptly be 
brought Into force as amendments of the 
basic treaty. 

As for the relationship between SALT and 
other arms control Initiatives, I would sup
port Dr. Pa.nofsky's suggestion that the SALT 
forum might be used to agree with the Soviet 
Union on a cutoff of production of fissionable 
material for m111tary purposes. The United 
States has repeatedly supported such a. cutoff 
in the past and its coming into being would 
be consistent with our attempts to improve 

security and lessen the risk of nuclear war by 
limiting further the development of new nu
clear wea.pons. In addition, I think the speedy 
completion of a comprehensive ban on the 
testing of nuclear explosive devices 1s both 
possible and highly desirable. Again, such a 
ban would impede the creation of new and 
even more destructive nuclear weapons sys
tems. Having headed our delegation to these 
Comprehensive Test Ban negotiations until 
last November, I am confident that what once 
appeared as the major problems can now be 
readily resolved. 

Moreover, the cessation of testing of nu
clear explosive devices is, as I see it, an in
dispensable part of a realistic policy against 
the proliferation of nuclear weapons. So long 
as we and the Soviet Union insist on our need 
for further tests of nuclear weaponry, our 
plea.s that ether sovereign states forego any 
such testing are destined to fall on deaf ears. 
Whatever national security arguments might 
be made for continued testing are, I am con
vinced, dwarfed by the national security 
detriment of encouraging other countries to 
acquire a nuclear weapons capab111ty. 

Finally, I would like to make my own plea 
for the assigning of a higher priority to the 
completion of new limitations on strategic 
nuclear weapons. The process, as I see it, is 
inescapably a slow and cautious one . We 
can't afford to speed it up at the sacrifice 
of thorough consideration and full explora
tion of the possib111ties. But neit her, in my 
opinion, can we afford to draw it out arti
tically and unnecessarily by holding SALT 
hostage to every swing 1n U.S./Soviet rela
tions. 

SALT, a.s I have said repeatedly, is not a 
favor that we are doing to the Soviets, one 
that we can withhold as a punishment or 
proffer as a bribe . SALT is instead a respon
sib111ty that history, our scientific genius and 
our position of world leadership have placed 
upon us. Confident as I am that the SALT 
II treaty is a major step forward to nuclear 
sanity, I am equally convinced that we must 
go further and go fa.ster. It. is for these 
rea.sons that I recommend strongly that we 
get ahead with it, that the SALT II treaty be 
ratified promptly, and that it be used a.s the 
firm foundation for a series of additional and 
separable improvements that can be con
sidered and accepted as amendments to the 
ba.sic treaty. 

Such an approach can mean more rapid 
and substantial progress, and permit the 
consideration of SALT issues in an atmos
phere less politically charged. It affords 
a means whereby the more eomplex and con
t....-oversial issues w111 not prevent the prompt 
entry into force of simpler but no less sig
nificant steps in nuclear arms control. 

TESTIMONY BY W. K. H. PANOFSKY 
APPROACHES TO SALT III 

I am pleased to have the privilege of testi
fying before your Committee again, this 
time in connection with the pending ratifi
cation of the SALT II Treaty. I have been 
interested and involved in Arms Control 
since World War II, and I am currently a 
member of the General Advisory Committee 
on Arms Control and Disarmament. However, 
I am testifying here a.s an lndlvldual citizen, 
giving my personal views. 

SALT Ill in the context of SALT II 
I am speaking about approaches to SALT 

III In the context that SALT II will be rati
fied without amendments. I will assume that 
any concurrent resolutions would deepen 
the legal commitment to the provisions of 
SALT II. but would not change its substance 
or basic intent. I continue to be persuaded 
that ratification on SALT II is strongly in 
the net security interest of the United States. 
This Committee has heard many witnesses 
from within and without the Administration 
enumerating how the provisions in SALT II 

place limits on the threat against which this 
country has to be prepared, and how several 
of the other provisions assure the integrity 
of our intelligence collection assets. It has 
been amply demonstrated that the level of 
strategic nuclear weapons in the absence of 
SALT on both sides would be substantially 
higher than with SALT enacted. Moreover, 
witnesses have been persuasive in demon
strating that SALT II places more substan
tial restraints at this stage of nuclear weap
ons development and deployment on the 
Soviet Union than it does on the United 
States. I wm not repeat these arguments 
here in further detail. 

You have also heard numerous criticisms 
of SALT. Yet I have heard no criti
cisms to which an easier remedy can 
be found through repudiation of SALT 
II. You have heard numerous criticisms or 
our military posture. Yet I have heard 
no proposed measure to improve that pos
ture which is easter to achieve by repudia
tion of SALT II. Most , if not all, of these 
criticisms deal with questions outside the 
provisions of the SALT agreements them
selves, but involve issues which the critics 
believe will be affected adversely through 
polltical linkages 1f SALT were enacted. I 
find it interesting that many of these argu
ments are in opposing directions: There ar~ 
those who argue that enactment of SALT II 
will lull us into a false sense of security and 
therefore w111 impair the wi111ngness of this 
country to provide adequately for its own 
defense. To argue against an arms control 
treaty which demonstrably in terms of its 
intrinsic content will enhance our security 
by claiming that it wm make future Admin
istrations and Congresses be less than d111-
gent in providing for the national defense, 
is at variance with the basic tenets of our 
system. 

There are also those who argue that the 
price for ratification in terms of additional 
armaments 1s too high; in other words that 
SALT II will increase mUltary spending be
yond what could have been justified in the 
absence of the Treaty. 

I note that these two criticisms are paired 
in their consequences, and I do not bel1eve 
that either is valid. I have confidence that 
future elected officials of this nation can 
establish national priorities wisely. 

It ls essential to refocu.s the debate on the 
fundamental issues of the content of the 
Treaty and Protocol and not to be swayed 
unduly by the perceived linkage between 
SALT and other polltical or m111tary issues. 
This conclusion is IJarticularly important in 
the SALT III context: the progress from 
SALT II to SALT III, to which both the U.S. 
and USSR are committed, can hardly con
tinue if the process is burdened with the po
liticaJly perceived linkages of critics with a 
wide variety of views. 

SALT II versus defense spending 
Let me specifically comment on the llnkage 

between ratification of SALT II and a com
mitment on the part of the Administration 
for increased defense spending, either in 
terms of a rate of growth of the U.S. defens~ 
budget for several years, or in terms of pro
curement of specific m111tary hardware. I 
find this concept extremely troublesome. 
Requiring as a price for ratification increased 
mllltary spending ln. the name of arms con
trol would destroy the very purpose of that 
process. Moreover, it would contradict the 
key conclusion which I believe has been 
prP.sented persuasively to this Committee by 
the majority of witnesses, namely, that the 
security of this nation will be greater, al
beit by a small measure, with enactment of 
SALT than without. Therefore, however 
threatening one evaluates the Soviet mllltary 
build-up to be, the defense spending re
quired to counter that threat would be lower 
with SALT enacted. Note that this comment 
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does not s~p~cify how large defense expendi
tures should actually be; I am only saying 
that the effect of SAI,T should tend to de
crease that burden. To maintain exactly the 
opposite, that ratification of SALT should 
be held hostage to a commitment for in
creased m111tary spending, lac.:ks any logical 
connection, irrespective of Soviet conduct or 
threat. 

If, as part of the duty of the Senate to 
to pass on ratification of a treaty negotiated 
by the Executive, the Senate would pre
commit itself on defense expenditure levels 
or approval of specific mllltary systems, this 
would be a disservice to another constitu
tional role of the Executive and Legislative 
branches. The Congress through both the 
Senate and the House has the responsib111ty 
of examining critically any publlc spending, 
be it milltary or civ111an, and of passing upon 
the merit of specific m111tary systems 
through the annual authorization and ap
propriation processes. Such decisions deter
mine our national priorities and are tradi
tionally decided by a majority of both houses, 
not by one third of the Senate. It ratification 
of SALT II in essence pre-determines such 
decisions, then the power of both Houses and 
also of the Executive branch in setting the 
budget 1s weakened. If SALT II is held hos
t~ge untll this years' authorizing and ap
propriating processes have been completed, 
or until supplementary appropriations have 
been procured, then SAL'r II bears a burden 
through delays and ltnkage which would au
gur badly for the future of SALT m. 

Arms control versus technology 
This leads me directly to the matter which 

concerns me most about SALT and that is its 
slow rate of progress. SALT was initiated in 
1967 at the meeting of President Johnson 
with Premier Kosyg!n at Glassboro, N.J. It 
has thence proceeded through four adminis
trations, through a Treaty and several Agree
ments and Protocols, ano. has now led to the 
signature of SALT II. This process was initi
ated by the realization that, apparently inex
orably, the world was accumulating nuclear 
warheads. Their number lc; now near 30,000, 
the great m~jority of which are more power
ful than the two weapons which k1lled one
quarter of a mlllion people in Japan. It ap
peared to both nations to be a pressing mat
ter to reverse this evolution. Since well over 
99 % of the world inventory of nuclear weap
ons was (and st111 is) in the hands of the 
Soviet Union and the United States, a bllat
eral negotiation with its expectation of rela
tive simplicity appeared to be the best 
forum. Now, 12 years later, although SALT I 
ha(; had a beneficial effect in assuring the 
penetration of our deterrent warheads, and 
despite the fact that SALT !I in itself is a 
clear asset to our national security, we find 
that technology has outstripped the pace 
of diplomacy and political decision making. 
In other words, the arms limitation which 
the SALT process has so far achieved is of 
lesser magnitude than the evolution of new 
military technical systems which has oc
curred in the interim period during which 
these limitations have been achieved. Such 
items as the Cruise Missile and the Backfire 
Bomber, as well as most long-range weapons 
systems which have theatre-warfare roles, 
were not in the picture when the SALT proc
ess commenced, and their emergence greatly 
complicates future negotiations. Moreover, 
the quality of strategic weapons has greatly 
Improved while SALT was in the process of 
negotiations. Therefore, such problems as the 
vulnerability of the land-based deterrents of 
both sides and the consequent deterioration 
of strategic stabillty have grown during that 
period. It 1s therefore my belief that SALT 
III offers possibly the last opportunity to 
convert the important but relatively modest 
achievements of SALT II Into a true halt 
and possible reversal of the dangerous and 
burdensome competition In nuclear weapons. 

SALT III: Limited or ambitious objectives? 
There is currently a substantial division of 

opinion on the role of SALT III. Some believe 
that the function of SALT III should be pri
marily to settle the unfinished business of 
SALT II. The reason why SALT II has such 
a complex structure is that it represents dif
ferent levels of agreement. The Treaty deals 
with items on which definite long-term 
agreement was possible. The Protocol covers 
items which are being put on a limited time 
"hold" because these issues could not be re
solved to the satisfaction of the negotiating 
parties. The Backfire letter deals with a mili
tary area which had been excluded by mutual 
agreement from the SALT proceEs but on 
which the U.S. demanded assurance. All these 
instruments are binding legally but cover a 
different stage of decision making. Consid
ering the difficult negot-iations of the past, it 
therefore appears nat ural for some to view 
SALT III as a vehicle to complete negotia
tions on these items, and to deepen the mu
tual constraints of SALT !I. 

There are others , and I count myself among 
them, who believe that SALT III must 
achieve what colloquially is designated as 
"deep cuts." I would rather use the term 
" incisive arms control" to signify that a 
great deal more must be involved than major 
n t:merical reduction in military systems. I 
recommend strongly t hat highly ambitions 
goals be set for SALT III since I see the 
SALT process as the only avenue in view 
which has any hope of reversing the t hreat
ening rise in nuclear weaponry which we 
are experiencing, and I see the race between 
SALT and nuclear weapons evolution lost 
unless the SALT process can be accelerated. 

SALT III: Simple formula or complex 
package? 

Let me now turn to SALT III in the "inci
sive arms control" context . Deep numerical 
cuts in nuclear weapons systems in them
selves may or may not add to our security, 
depending on their detailed nature. For in
stance , a formula of annual reduction of the 
aggregate strategic nuclear delivery vehicles 
with complete "freedom to mix" among them 
could have dec;tabllizing consequences. For 
example, one or the other of the two na
tions might under such a formula choose 
to eliminate first those deterrent strategic 
nuclear delivery systems which are unsuit
able for a counterforce role , out would re
tain those which have the largest potential 
to preempt through a first strike the de
terrent forces of the opponent. If such a 
choice were made, we would !ace an even 
more dangerous world. Therefore I see no 
escaping the conclusion, however much one 
would like to see a treaty as complex as 
SALT II be followed by the high simplicity 
of a simple reduction scheme, that such 
an agreement would not be in the U .S . se
curity interest. SALT III is likely again to 
be a complex undertaking and w111 again 
require careful attention to details and def
initions, as was the case with SALT II. This 
does not mean that the details of the proc
ess under which SALT II was negotiated 
must be perpetuated; on the contrary, I 
hope means will be found to accelerate the 
negotiation and ratification processes. 

Starting from the premise that SALT III 
will have to be an arms control package con
t aining both mutual reductions and qualita
tive limits on technology, I would like to 
enumerate several candidate provisions for 
such ·an agreement. I am talking here only 
about candidate provisions because at this 
time no one can reasonably give detailed 
prescriptions for each element or the totality 
of such a package. While I would encourage 
the Senate to adopt a resolution urging 
" incisive arms control" and an increase in 
the pace of the arms control negotiations, I 
strongly counsel against being too specific or 
constraining in such a resolution. Not only 
are the necessary basic studies within the 

government in formulating specific provis
ions incomplete, but there is also a danger 
that a Senate resolution which constitutes a 
"de facto" insruction to the SALT III nego
tiators will impair the negotiating fiexib111ty 
of U.S. negotiators which may prove neces
sary under future circumstanc.:es. Too specific 
a resolution might even increase Soviets 
intransigence, because it would give the 
appearance of denying them the opportunity 
of negotiating SALT III on a balanced basts. 
Numerical targets, delineation of systems to 
be controlled, schedules for reduction or 
restraint---these are all proper subjects !or 
negotiation, not prior determinations. 

Examples of SALT III content 
(a) Reduction in central systems 

Naturaly, SALT III must face the unfin
ished business of the Protocol of SALT II: 
These are the questions of controls on 
ground-launched and sea-launched cruise 
mlsc;lles (GLCMs and SLCMs) , and on land
mobile ICBMs. I will discuss these items as 
candidates for inclusion in the total SALT III 
3-genda. 

Substantial reductions of central nuclear 
weapons systems must remain, of course, the 
cornerstone of any incisive arms control 
agreement. I would recommend for the rea
sons mentioned above that U.S . proposals for 
reductions apply separately to each category 
of strategic nuclear delivery vehicles already 
identified in SALT II, as well as to overall 
aggregates . I would recommend that the 
United States push for phased reductions 
with a target of about 50 % in overall aggre
gate. Even an eventual reduction as large 
as that should not induce the Soviet Union 
to be excessively concerned with the threat 
they are !acing from other unfriendly bor
ders, although this concern can by no means 
he neglected. Within this aggregate cut I 
would recommend that the number of 
MIRV'd land-based ICBMs be further 
reduced disproportionately. I note that in 
the 111-fated March 1977 proposal the U.S. 
moved to reduce this number to 550, with a 
number of 820 finally arrived at in SALT II. 
The number 550 proved difficult to negotiate 
because it corresponds precisely to the num
ber of Minuteman III launchers. Therefore 
that number, if adopted, would have forced 
the Soviets to substantial reduction of land
based MIRV'd ICBMs, while it would have 
implied no reduction whatever on our side; 
clearly not a regotiable position unless com
pensating concessions are made elsewhere. 
I would recommend that consideration be 
given to reduce the number of land-based 
MIRV's , ICBMs substantially below 550. 

The history of proposals for deep reduc
tion in land-based MIFVs or even a zero 
MIRV provision is checkered. There have been 
objections by specific interests within this 
country, and the Soviets opposed reductions 
in this category initially because they did 
not wish to be frozen in a position of inferior 
technology. At this time, with Soviet MIRV 
technology approaching U.S. performance, 
particularly with respect to accuracy, and 
with growing Soviet concern about the vul
nerab111ty of their land-based deterrent, I 
would recommend a serious effort for a very 
drastic reduction in the land-based MIFV's 
ICBMS. 

Verification of such a provision would, of 
course, be a very serious issue. At this time 
the only available means of verifying the 
number of MIRV'd land-based ICBMs rests 
on the counting rule which makes any 
launcher capable of launching a tested 
MIRV'd ICBM count as a MIRV'd ICBM 
launcher. Therefore, single warhead launch
ers would have to have credible distinguish
able characteristics for this counting rule 
to be effective. It is this consideration which 
would have to be carefully studied as part of 
t he foundation of the American position for 
SALT III. 
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(b) Quota on permitted missile test firings 
A second major component for an incisive 

arms control proposal should be a limit on 
the annual rate of permitted ICBM and 
SLBM test firings. Test firings can serve 
development, troop training, and proof test 
purposes. If there were a permitted quota, 
each side would have to divide its number 
of firings among these objectives. Present 
test practices are asymmetrical due to the 
larger diversity of Soviet deployed systems 
and their missile firings for troop training 
from operational silos. Due to its geographic 
constraints, this is not feasible for the U.S. 
Accordingly, an equal quota for both sides 
would have a dissimilar impact on current 
practice. Such a missile test firing quota was 
incorporated in the U.S. March 1977 pro
posal relating to ICBMs only; a rate of 6 
per year for both parties was suggested. I 
consider this number to be a reasonable 
goal for a phased reduction of annually per
mitted firings. 

A limit on annual permitted rates of test 
firings 1s the most powerful verifiable re
straint at our command for limiting the 
rate of growth in technology in the missile 
arts. Traditionally each new generation of 
missiles has required 10-30 or so test 
launches and therefore a stringent limita
tion of the testing rate would impact dras
tically the evolution of new generations of 
missile systems. There is no question that a 
test ban quota as low as 6 per year would 
severely constrain modernization. More im
portant, the confidence which each side can 
acquire under such a restricted test regime. 
that missiles will perform with high reli
ability and high accuracy will be low. 
Accordingly a. decision maker of either side 
will most likely be dissuaded from consider
ing a. preemptive or first strike attack . Thus 
a. limitation on the rate of permitted mis
sile firings would be a substantial factor in 
increasing strategic stability. 

A measure parallel to a restriction on the 
rate of firing of ICBMs and SLBMs would be 
a. total prohibition on test firings for devel
opment of any new system of MIRV'd ICBMs 
and SLBMs. Such a prohibition would be a 
useful additional step to prevent an increase 
in the threat to the fixed land-based deter
rents of the two sides, and would be a 
significant impediment to the deployment of 
SLBMs with accuracy contributing to the 
threat to land-based ICBMs of both sides. 

(c) Ban on deployment of mobile land-based 
ICBM'S 

Deployment, but not development and test, 
of landmobile ICBMs is prohibited in the 
Protocol of SALT II; this provision in no way 
inhibits U.S. programs. Note that deploy
ment of the already developed Soviet land
mobile S8-16 is explicity prohibited in the 
Treaty. This leaves the question of control of 
mobile ICBMs definitely on the agenda for 
SALT III. Definition of a U.S. position is to 
some extent linked to the total SALT III 
package . If the matter of vulnerab111ty of the 
land-based ICBMs is dealt with by the pro
visions just mentioned (large Feduction of 
the number of MIRV'd missiles, and limits 
of the rate of missile test firings) , then there 
is no question that U.S . security will be 
served by negotiating a total ban on land
based ICBMs. The Senate should note that 
this was at an earlier time the U.S. position 
in SALT I. Competition in mobile land-based 
ICBMs is an area of contest between the U.S. 
and the USSR where Soviet assets are clearly 
superior to ours. They have larger land areas 
which can be dedicated solely to military 
use; they are less constrained by environ
mental impact factors ; successful conceal
ment and deceptive moves are more easily 
carried out in a closed society. Thus only if 
we are willing to give overriding priority to 
the matter of preserving land-based ICBMs, 
and if this problem cannot be solved by other 

measures in arms control, can a mobile land
based system offer a possible strategic ad
vantage. I will not discuss here the complex 
issue of protect! ve basing of ICBMs in a 
manner other than land-mobile, but I con
clude that superior and practical alternatives 
do exist. 
(d) SLBM stand-off and ban on depressed 

trajectories 
I would suggest for inclusion in a package 

for SALT III two specific measures relating 
to the survivability of the air-borne compo
nent of the triad of strategic systems. The 
first is a ban on testing and development of 
depressed trajectories from submarines and 
the second is a minimum standoff distance 
from shore for submarines capable of launch-
ing SLBMs. . 

Currently there exists a technical possi
bility that Soviet submarines could approach 
U.S. coasts and launch SLBMs on trajectories 
which assure a minimum flight time to U.S. 
air fields . This could make the time for U.S. 
bombers to escape marginal. Although the 
principal counter-measure against such a 
possibility would be to base an increasing 
number of bombers further inland, an arms 
control measure to remedy this threat would 
be to ban the testing of submarine launched 
missiles in short flight time, so-called de
pressed, trajectories. In addition, agreement 
on a forbidden zone of approach of sub
marines capable of launching SLBMs would 
be a further measure to decrease this threat, 
to both sides. 

(e) Gray area system 
The above examples, which are by no means 

exhaustive, all relate to central strategic 
systems and do not touch upon control of 
the so-called gray area systems, that is those 
systems which can have both a theatre
warfare and long-range capabllity. Few be
lieve that the discussion of gray area systems 
can be excluded from SALT III. It is antici
pated that the Soviets will insist on the in
clusion of forward-based systems in SALT 
III because they will maintain, with some 
merit , that "incisive arms control" leading 
to substantial cuts in central strategic sys
tems increases the relative importance of the 
U.S. controlled forward-based systems. In 
turn, inclusion of forward-based systems, re
inforced by the technical developments which 
blur the border between strategic and 
theatre-warfare systems, will make consider
ation of the Euro-strategic balance an un
avoidable issue also from the NATO and U.S. 
points of view. Note that the need to include 
consideration of GLCMs and SLCMs is "un
finished business" from the SALT II Protocol 
will also contribute to the pressure to con
sider European theatre-warfare systems com
prehensively. 

These issues raise the question of the de
tails of the negotiating format for SALT III, 
which as a minimum will require a more in
tensive consultative process with NATO as 
part of policy formulation. Separating the 
consideration of gray area systems from SALT 
and placing it into a separate negotiating 
forum appears inadvisable, since such a move 
would be viewed by NATO as an effort to de
couple consideration of the Euro-strategic 
balance from consideration of the overall 
US/ USSR strategic situation. Such decoupl
ing, in turn , would further detract from the 
credibility of the U.S. central strategic nu
clear forces as an element in deterring Soviet 
incursion into Europe. 

(f) Cut-off of production of fissionable 
material for military purposes 

An additional element of a SALT III pack
age might well be a renewal of a proposal, 
previously endorsed by the United States, for 
the cutoff of production of fissionable ma
terials for military purposes. The current 
inventories of fissionable materials for nu
clear weapons of both sides are large. Any 
further production can, of course, feed !abrl-

cation of additional nuclear warheads. Such 
increases can support further fractionation 
of MIRVs, additional cruise missile warheads, 
of stockpiles of weapons for reload of de
livery systems. Moreover, such growth can 
provide additional warheads for defensive 
weapons, in particular should ABM deploy
ment again become permissible. A production 
cut-off would limit these activities on both 
sides, with a substantial gain in overall stra
tegic stability. Under such an arms control 
regime there could, of course, be conversion 
of nuclear weapons inventories among a di
versity of military weapons without increased 
production. Moreover, some increase in total 
weapons inventory could be advanced 
through improved economies in the use of 
fissile materials. A production cut-off agree
ment would have to permit maintenance of 
the existing nuclear device stockpile through 
certain exceptions to a total production 
prohibition. 

In this connection I would like to stress 
that ratification of SALT II has a major im
pact on the efforts to limit proliferation of 
nuclear weapons to other nations. The Nu
clear Non-Proliferation Treaty signed in 1968 
and ratified in 1970 contains an explicit dec
laration that the nuclear weapons states in
tend "to achieve at the earliest possible date 
the cessation of the nuclear arms race and to 
take effective measures in the direction of 
nuclear disarmament," as well as a specific 
article constituting a good faith obligation 
to pursue negotiations toward terminating 
the nuclear arms race. Failure to ratify SALT 
II would contribute to the growing cynicism 
of the non-nuclear weapons states regarding 
the sincerity and good faith of the Soviet 
Union and the United States in implement
ing their obligations under the Non-Prolifer
ation Treaty. Quite apart from the important 
arms control impact of a provision to termi
nate production of fissionable material for 
weapons purposes on its own merit, such a 
cutoff would demonstrate dramatically to 
the non-nuclear weapons states a good faith 
in adherence to the provisions of the Non
Proliferation Treaty. 

Let me repeat that the above listing of pos
sible inclusions in a SALT III package is 
given only on a "for instance" basis, and 
each item requires detailed analysis both as 
to specific substance and optimum negotiat
ing tactics. However, it is my deep conviction 
that if a maximum number of such provi
sions were introduced and proved negotiable 
with the Soviet Union, then incisive arms 
control would indeed result, and the SALT 
process would have fulfilled its promise of 
having not only limited but also reversed 
the competition in nuclear weapons between 
the United States and the Soviet Union. Yet 
I see no way in which this expectation, which 
would greatly increase the security of this 
Nation, can be fulfilled without prompt rati
fication of SALT II. 

SALT: Perception versus reality 

The above discussions have emphasized the 
technical content of possible SALT III provi
sions and refrained from commenting on the 
future political context and the general ques
tion of linkage of the SALT process to Soviet 
conduct and attitudes. This has been done 
deliberately. There has been in the discus
sions of the merit of SALT II a great over
emphasis on the perceptions which might 
flow from the SALT process and from the 
Soviet and United States strategic military 
posture, to the detriment of considerations of 
the actual provisions of SALT II and the 
physical realities which would befall man
kind should nuclear weapons in part or in 
their totality actually be used in wa..r. 

As a member of the technical community 
I feel a strong obligation to continue re
minding the political leaders and decision 
makers of this country that there is a great 
danger in considering nuclear weapons pri
marily as political symbols, and only second-
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arlly as tools which might actually be used. 
I am hardly alone in raising this issue. Let me 
remind you of the words of Andrei Sakharov. 
the eminent and frequently dissident Soviet 
nuclear physicist: "I believe that the prob
lem of lessening the danger of annihilating 
humanity in a nuclear war carries an ab
solute priority over all other considerations." 

We must continue to examine the conse
quences of actual use of such weapons and 
how they would affect the true outcome of a 
conflict. I! we permit nuclear weapons to 
enter the decision making processes primarily 
as symbols of national strength and resolve, 
then we deny ourselves any rational means 
to decide when enough 1s enough. 

In this regard let me reemphasize two 
salient facts: 

(1) I! nuclear weapons are actually used 
in any theatre, against any set of targets, for 
any purpose, by any nation, under any mtli
tary doctrine, then large fractions of the 
populations of both the United States and 
the Soviet Union and their neighbors are at 
the gravest risk. 

(2) The number or nuclear weapons ln the 
possession or the United States and the So
viet Union is now so large that a very large 
fraction or these weapons is aimed against 
t:ugets o! relatively minor economic, poUt
leal, or m111tary importance. 

Under those circumstances, many or the 
arguments which have been presented to this 
Committee on the details or the relative m111-
tary standing of the two nations become 
relatively less significant when compared to 
the overarchlng danger o! nuclear war. 

Let me close with the expressed hope that 
it is consideration or the physical reallties 
rather than political perceptions pertaining 
to strategic nuclear weapons which wlll re
main in the forefront of deliberations of the 
Senate when considering the question or 
ratiflc::~.tion of SALT II. 

STATEMENT OF DONALD 0. BRENNAN 

SALT AND ARMS CONTROL 

Mr. Chairman, and members or the Com
mittee. I am pleased to be able to testify be
fore you. I should state at the outset that I 
oppose SALT II, and believe the Senate 
should not consent to its ratification. Be
fore explaining why, let me tell you some
thing or my background; a biographical 
sketch ls at the end or my statement, but lt 
wlll be appropriate to mention here some 
details relating to arms control. I shall then 
sketch my objections to SALT II, and then 
take up how the next round or negotiations 
might better be structured. 

My first serious Involvement with the sub
ject was in connection with a small summer 
study ln 1958 in Cambridge, Massachusetts, 
of which I was one or the organizers. I was 
an organizer and co-director of a much 
larger summer study on arms control held 
ln 1960, again ln Cambridge, and concur
rently served as guest editor of a special 
Issue on arms control, published ln Fall 1960, 
of the journal "Daedalus" of the American 
Academy of Arts and Sciences. This volume 
or which Senator Hubert Humphrey was on~ 
or the authors, was later published as a book 
in the Spring or 1961 under the title "Arms 
Control, Disarmament, and National Secu
rity," and was widely described as the "bible" 
or arms control. It was endorsed by Senator 
Fulbright and by President Kennedy, among 
others. In the early summer o! 1961, as a 
consultant to John McCloy, I helped to draft 
the statute that created the Arms Control 
and Disarmament Agency. My first interac
tion with this Committee came in August 
1961, in connection with the hearings on the 
creation of ACDA, which I supported with a. 
statement submitted for the record.l I first 
testified to this Committee in person in 
August 1963, in support or ratification or 

Footnotes at end of article. 

the partial nuclear test ban, and have been 
here on several occasions since, including 
the ratification hearings !or the Geneva Pro
tocol on Chemical Warfare and !or SALT I. 
I supported, and Indeed helped to create, 
mechanisms !or serious private Soviet-Amer
Ican discussions of arms control as a supple
ment to governmental negotiations. I have 
visited the Soviet Union ln this connection 
on three occasions. With the exceptions of 
the agreements signed in May 1972 and June 
1979 in the SALT, I have supported, ln one 
way or another, every arms-control agree
ment adopted by our Government since 
World War II. This history should make it 
very clear that my opposition to SALT II 
does not derive !rom an opposition to arms 
control ln general-indeed, quite the con
trary. 

I oppose SALT II because it is bad arms 
control. The traditional major objectives or 
arms control have long been understood to 
be to reduce the llkelihood of war, and to 
reduce the scope and violence or war 1! it 
occurs. For reasons I shall explain, I judge 
that SALT II is more likely to increase the 
chance o! war than to reduce it, and it most 
certainly will do very little to reduce the 
scope ~and violence of war if it occurs. It 
also has other disadvantages, of which I 
shall mention some. It should therefore be 
rejected as unsound arms control. 

The most basic difficulty is as follows. A 
highly plausible means by which the United 
States may become involved in a. war is for a 
prospective opponent to decide that the 
United States will not react to some move, 
which the opponent thereupon undertakes, 
only to discover that the move was beyond 
the limit of our toleration. The K:>rean war, 
for example, clearly re.mlted from this 
mechanism. If a Soviet-American war ever 
arises, it is moot likely to involve this means, 
in which the Soviets understimate American 
wlllingness to respond to some adverse Soviet 
move. And that Soviet judgment will relate 
to their beliefs about comparative Soviet and 
American m111tary strengths, among other 
factora. 

The plausible role of SALT II in such a. 
crisis is that it will contribute to Soviet be
liefs both in their m111ta.ry superiority and in 
our lack of willingness to stand up to them, 
even at the level of maintaining m111tary 
forces on a. par with theirs. I judge that such 
a role is more likely than any major con
structive results from the Treaty. Of course, 
such a role would be highly dangerous. 

The slide in American m111tary strength 
since the 1960s (in comparison to that or the 
Soviets), especially in the strategic nuclear 
areas, has been discussed by many witnesses 
in the SALT II hearings, and need not be de
tailed here. (See, for example, Annexe,s ri 
and IV in the statement of Paul Nitze sub
mlttted to this Committtee on July 12.) Up 
to the present, I believe this has chiefly been 
the result of a. SALT-related euphoria since 
the late 1960s, although the specific terms of 
SALT I contributed their share. Within the 
projected lifetime of SALT II, there may well 
be additional SALT-related euphoria, but 
there will certainly be contributions from the 
specific details of SALT II. Let me next dis
cuss some of these; I shall then take up some 
s L·ggestlons for subsequent negotiations. 

ASYMMETRIES IN TERMS 

A major defect or SALT II resides in the 
fact that the Soviets are Billowed 308 "heavy" 
ICBMs, while the United States is allowed 
none, and there ls no compensating capabil
ity that is asymmetrically in our favor. The 
absolute m.aximum MIRVed ICBM payload 
(or "throw weight") that would be allowed 
the United States under SALT II would result 
from deploying 820 new "light" ICBMs with 
8,000 pounds payload each; the Soviets would 
be allowed 820 MIRVed ICBMs or which 308 
could have 16,000 pounds and the other 512 
could have 8,000 pounds. This would give the 

Soviets roughly 40 percent more MIRVed 
ICBM payload tha.n the maximum allowed 
the United States. 

In actuality, it would be virtually impos
sible for us to deploy that maximum MIRVed 
IBCM force within the lifetime or SALT II, 
and the actual Soviet M:RVed ICBM payload 
by the end of 1985 is likely to exceed ours by 
a factor of 6 or more,2 not a "mere" 40 per
cent. However, under reasonably plausible 
circumstances, the 40 percent figure 1s lllus
trative of what might obtain under SALT 
III, e.g., if the SALT II limits are simply ex
tended, and in any event it is unambiguously 
the minimum margin of MIRVed ICBM pay
load superiority guaranteed to the Soviets 
under SALT II. 

This guaranteed margin would be of politi
cal slgnlflcance even if Its m111tary signlft
cance were doubtful (which it is not, as I 
shall show below). That the United States 
should sign a. treaty with its principal oppo
nent in which that opponent is allowed, by 
our agreement, any capability (however tri
fling) we are denied, while there is no coun
terbalancing capabll1ty allowed to us but 
denied to them, would widely (and accu
rately) be read as a political statement of 
weakness on the part of the United States. 
This interpretation would be particularly 
strong, and Important, in the Soviet Union; 
it would be a contributing !actor to the risk
of-war mechanism I mentioned above. 

Some of the proponents of SALT II have 
tried to disparage the signlflcance of the 
"heavy" ICBMs. However, their significance 
1s considerable, even allowing for the 10-war
head-per missile limit imposed by SALT II. If 
we consider for comparison a 10-warhead 
"light" ICBM of 8,000 pounds payload, the 
warheads on a 10-warhead "heavy" of 16,000 
pounds payload might have yields twice 
those of the "light" missile. For a given 
accuracy, the higher-yield weapons would be 
of some significance for attacking "hard
ened" American targets such as missile silos. 
However, the larger significance o! the larger
yield weapons resides in the additional fall
out fatalities they would produce. The extra 
yield of 308 "heavy" ICBMs (with 10 war
heads each), as compared to 308 maximum 
"light" ICBMs (also with 10 warheads each), 
would probably be in the neighborhood of 
2,000 MT; the maximum plausible difference 
might be perhaps 2,400 MT, and a difference 
of less than 1,500 MT would be unlikely. A 
total or 2,000 MT extra yield used in an at
tack on the United States would be certain 
to produce many extra fatalities. 

Exactly how many additional Americans 
would be k1lled by 2,000 MT additional yield 
would depend on many factors, including 
many details of the attack and the extent 
of civil-defense preparations made before the 
attack. However, a plausible range of added 
fallout fatalities would be from a few million 
to a few tens or millions.3 Under some (not 
implausible) conditions, American fallout 
fatalities could be doubled or even tripled. 

Another asymmetry in the terms or SALT 
II, though or much less importance, ls that 
the Soviets are allowed more ICBMs than are 
we, specifically 1,398 against our 1,054-344 
more. These Soviet ICBMs must, or course. 
be counted under the overall celUngs, and 1! 
they wish to have more bombers or more 
SLBMs, they must reduce their ICBMs ac
cordingly. However, they are allowed the 
ootlon or up to 1,398 ICBMs, and we are not. 
This gives them more flexiblllty in their stra
tegic posture, e.g., in choosing to have even 
more ICBM payload if they wish. 

These asymmetries seem to me to be clearly 
against the spirit of the "Jackson Amend
ment" embodied in P .L. 92-448, which states: 
"The Congress recognizes the principle of 
United States-Soviet Union equality reflected 
in the Anti-Balllstic Missile Treaty, and urges 
and requests the President to seek a future 
treaty that, inter alia, would not limit the 
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United States to levels o! intercontinental 
strategic forces inferior to the limits pro
vided !or the Soviet Union; .. . " .The Senate, 
at the time o! adopting this 1n 1972, under
stood it to mean that the tTnlted States 

should not be limited (by agreement) to 
levels of strategic forces inferior to those o! 
the Soviet Union in payload; this is mani
festly clear from the legislative history of 
the Jackson Amendment. If, in the face o! 
this language, the Senate now accepts SALT 
II, then P .L. 92-448 should be pickled. 

ASYMMETRY IN COVERAGE 

The extra ICBM payload (in the 308 
"heavies") and the extra number of ICBMs 
(344) allowed the Soviets result !rom ex
plicit provisions of SALT II. A different major 
dimculty of SALT II resides in t he fact that a 
Soviet weapon system that appears to be of 
major potential strategic significance, namely 
the "Backfire" (TU- 22M) bomber, is excluded 
altogether from the SALT II Treaty ce111ngs, 
while American bombers that apparentlv are 
closely comparable in capab111ties-specifi
cal1y our B-52s-must be counted. As in the 
case of the "heavy" ICBMs, there is no off
setting capab111ty that we are allowed but 
the Soviets are not. 

Western estimates of Backfire capabHlties 
are imprecise . It is estimated in Jane's that, 
with a 10-ton bomb load, Backfire has a 
maximum unre!ueled combat radius (for a 
two-way mission) of 3,100 nautical mUes 
(nm) .' I understand that a somewhat lower 
estimate of 2,900 nm is widely accepted in 
the Government for a 10-ton bomb load, 
which would correspond to 5,400 nm or 10,000 
Km one-way range. For a 5-ton bomb load, 
!or comparison with readily available B-52 
data, these latter values should increase at 
least 6 percent, to 3,074 nm radius or 10,800 
Km one-way range. (Compare this with the 
SALT range criterion for ICBMs of 5,000 Km.) 
The corresponding unrefueled combat radius 
for a B-520 with a 5-ton bomb load is 3,012 
nm,5 less than these widely accepted Backfire 
estimates, stm less than the Jane's estimate. 

Whlle lower estimates of Backfire capabil
ities can undoubtedly be found, these com
parisons show that it would be impossible to 
have confidence that Backfire performance Is 
significantly less than the B-520, of which 
we have about 80 in current active inventory, 
all of which must be counted under SALT II 
ce111ngs. Of all the B-52s produced , only the 
G and H models, about Y:J of the total, have 
an unrefueled range capablllty somewhat in 
excess of the Jane's Backfire estimate. Back
fire has a supersonic capab1llty not matched 
by any of the B-52s. 

By the projected expiration date of SALT 
II, the Soviets could have 30 percent or more 
of their total strategic payload In Backfire 
(which 1s a very substantial Increment)_ 
They have said that they do not Intend to use 
Backfire 1n a strategic nuclear role against 
the American homeland, but, as an ACOA 
statement accurately put it, " ... there are 
no assurances that wm ensure that Backfires 
would not be used against the continental 
United States in time of war." e It is as If the 
United States were to refuse to include all 
of the Poseidon launchers under the SNOV 
ceillngs because some are assigned to SACEUR 
!or theater targets. Note that the omission o! 
Backfire f.rom the aggregate counts means 
that the often-repeated assertion of "equal 
aggregate ceUlngs" under SALT II is untrue 
even as concerns simple numbers of strategic 
delivery vehicles. 

EFFEC'l'S ON VULNERABILITIES 

The way in which the limits In SALT II 
are formulated-basically in numbers of de
livery vehicles, at least in intention, with 
some refinements--contributes to the vul
nerab111ties of our strategic forces. In prin
ciple, this is a symmetric effect, but the So
viet forces threaten ours much more than 
ours do theirs, now and !or at least the U!e-

Footnotes at end of article. 

time of SALT II, so it is not symmetric In 
practice. 

Consider, !or example, a proposed American 
MX deployment of 200 missiles with 10 war
heads each, in comparison to a hypothetical 
deployment-let us call it MY-of the same 
total number (2,000) of the identical war
heads, but on 2,000 individual boosters with 
one warhead each. The MX deployment 
would give the Soviets only 200 targets to 
"shoot" a~. either before launch, during 
launch, or for a short time after launch, 
while the MY deployment would give the So
viets 2,000 real targets in each of these 
phases. The MY deployment would therefore 
be easier to protect, by any of several means, 
i.e., it would therefore be more secure, and 
hence more reliably stable in a crisis, than 
would be the MX force. The MY force would 
also allow improved and/or simplified 
command and control. However, the MY 
force would be precluded by the terms of 
SALT II, because it would exceed the total of 
allowed ICBMs-1,054 for the United States 
and 1,398 for the Soviet Union. The fact that 
the proposed SALT II limits are formulated 
in such a way as to encourage the deploy
ment o! a small number of large systems, 
rather than a large number of small systems, 
constitutes a major contribution to the fu
ture vulnerabllity of our forces. This need 
not have been so. 

Another problem o! SALT II in this con
nection is that some of the means that might 
have been ~ed to protect cur st rategic re
taliatory capab111t y, specifically air-to-air 
surface ballistic missiles and mobile ICBSs, 
are precluded by the SALT II Protocol, which 
may or may not prove to be only temporary. 
Finally, one of t he potentially best means of 
protecting our ICBM forces, as many of the 
proponents of SALT agree, is the use of a~
tive defense, specifically ABM, and this 
means is substantially precluded by the ABM 
Treaty of SALT I. 

LIMITED GAINS 

Jt is conceivable in principle that SALT II 
might achieve sumcient potential gains to 
offset its drawbacks. However, I do not be
lieve this would be true in practice . 

There are only two unambiguous gains I 
can see, and these are both modest. One is 
that ratification of SALT II should result 
in better information about Soviet forces 
than we would otherwise be likely to have. 
Since I do not believe t hat we shall be sig
nificantly restraining our own forces during 
the lifetime of SALT II on the basis of prom
ised Soviet restraint, 7 this implies t hat verifi
cation problems should not directly be an 
obstacle to ratification, even though some 
Treaty prohibitions almost certainly cannot 
be verified by nat ional technical means, such 
as production cf S8-16 warheads 8 or cruise
missile range limits . 

The other unambiguous gain I can see is 
that we shall probably have slightly more 
infiuence over Soviet decisions in non-SALT 
policy areas if the Treaty is ratified than if 
it is not. This infiuence, which would never 
be large, would be greatest on the eve of, or 
during, ratification debates; it would likely 
be near zero at other times. That we could 
exploit this infiuence to enfcrce anything 
like specific Soviet rest raints in non-SALT 
areas seems to me wholly impossible. 

Several other gains have been clatmed for 
SALT II that seem to me to range from negli
gible at best, through highly contingent in 
the middle, to wrong at worst. 

At the negligible end is the point that the 
Soviets will be required to destroy some 
actual weapons. This is true, but the capabil
ities destroyed will be small in comparison 
to those added, resulting in substantial net 
increases 1n every other important parameter 
of their ICBM force (warheads, megatons, 
equivalent MT, counter-mmtary potential, 
and payload), while reducing the total num
ber of ICBMs by slightly over 200.0 

The warhead fractionation limits may 
prove useful if continued well beyond 1985, 
but are of little significance within the pro
jected lifetime of SALT II. Indeed, it is not 
expected that the Soviets wm even build up 
to the maximum warhead count allowed 
them under the Treaty within its lifet1me.10 

Whether these limits are siguificant is there
fore contingent on continuing them in effect 
for at least several additional years, a con
tingency that is nothing but a hope. 

This Is closely related to the issue of saving 
costs, a gain promised by many proponents. 
I have already noted my belle! that we shall 
not be significantly restraining our own 
forces during the lifetime of SALT II on the 
basis of promised So-viet restraint, a belle! 
strengthened by the estimate just mentioned 
that the Soviets will not even build up to 
the levels allowed them under SALT II. This, 
however, is to say that there is probably 
nothing substantial that we sha.U not be 
doing because of SALT II that we should 
be doing without it, i.e., there is probably 
no significant saving withlTJ. SALT II itself. 
Assertions to the contrary would depend 
on highly conv<lnient estimates. Major sav
ings in the future would be contingent on 
continuing (or strengthening) the restraints 
of SAL'!' II, again, nothing but a hope. Thill 
subject of costs should be considered in the 
llght of the fact that major Increases in 
American strategic-force expenditures are 
probably vital in any event. 

Somewhat incidentally, It should be noted 
that anyone who would argue for major cost 
savings under SALT II would have a. corre
spondingly major burden in verifying the 
putative Soviet restraint that permitted the 
savings. 

The claimed gain for SALT II that seems 
to me most mistaken Is that It would reduce 
the likelihood of war. There is very little 
reason to bellve this claim. I believe, as I 
pointed out near the beginning of this state
ment, that SALT II 1s much more likely to 
increase the lfkellhood of war. This is related 
to the most important reason for rejecting 
SALT II. 

RECOMMENDATIONS CONCERNING SALT II 

Some of the leading critics of SALT II ap
parently oppose it primarily because o! the 
relationship of the SALT to American 
euphoria about strategic forces . This opposi
tion seems to me entirely reasonable. There 
can be no doubt that three successive Ad
ministrations have, In some collective sense, 
believed that the SALT would enable us to 
have strategic nuclear security "on the 
cheap", in the slang phrase, and that this 
belle! has been a major factor in the evolu
tion of our greatly weakened strategic pos
ture. There is therefore something to be said 
for imposing a major pause on the process 
of the SALT, not particularly related to the 
specific terms of SALT II, while-it 1s 
hoped-we regain our strategic wits. I was 
struck by Paul Nitze's quotation (in his 
July 12 statement) of Lincoln's celebrated 
phrase that : "First we must disenthrall our
selves, and then we shall save the country." 

Yet there fe no doubt that it requires a 
certain degree of optimism-from my per
spective-about the American Administra
tion coming to power in January 1981 In 
order to believe that our strategic posture 
w111 be adequately repaired, whate·1er hap
pens to SALT II in the meanwhile. As s. 
matter o! reaUstic poUtlcs, it is not obvious 
that my optimism should Improve substan
tially as a result of rejection of SALT II. 
And even my most preferred candidate Ad
ministrations would be unlikely to a.ccom
pUsh many strategic repairs before 1986 that 
would be prohibited by SALT II. 

Nevertheless, I believe that the case for 
rejecting S~LT II is something close to over
whelming. Tile lesser, but nevertheless sig
nificant , part of this case resides in the fact 
that some potentially desirable specific re-
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pa1r&-8UCh has the MY missile force-would 
be much less likely to be adequately studied, 
stUl less developed, under constraints that 
would prohibit their deployment, constraints 
that might be continued beyond SALT n. 

The major part of the case for rejection 
resides in the necessity to make it manifest 
to the Soviets, and to some degree tl) the rest 
of the world, that the American body politic 
wlll simply not accept further one-sided con
straints that allow the Soviets a guaranteed 
margin of superiority, whatever efforts we 
may make within the Treaty limits. This 
Treaty will strengthen Soviet beliefs--al
ready too strong-that they constitute the 
wave of the future, that they have increas
ing mllitary preponderance, and that the 
United States is increasingly unwllling to 
stand up to them, even at the level of insist
Ing on a mere paper equallty of allowed 
forces. The extent of these effects may be 
argued, but surely the direction cannot. And 
the direction is dangerous. It is the route to 
war. 

I believe the best way of minimizing that 
danger is to reject SALT II outright. In this, 
I seem to differ with many of my fellow 
critics. However, if I were asked what modi
fications in the Treaty would make it mini
mn.Uy acceptable, I should suggest two. 

First, the "heavy" ICBMs should be 
counted as two each. Thus, 1! the Soviets 
wish to retatn 308 SS-18s, these would count 
as 616 against their allowance of 820 MIRVed 
ICBMs (and similarly for other limits and 
sublimits), so they could then have only 204 
"light" MIRVed ICBMs. Under this condi
tion, the Soviets might reasonably be allowed 
20 warheads each on the "heavy" missiles, 
rather than the 10 now allowed. 

Second, our B-52s should be omitted !rom 
the Treaty (simply by omitting references to 
the B-52 in paragraph 3 of Article II, and re
lated common understandings). Because of 
the apparently close similarity of Backfires 
and B-52s In unre!ueled range-payload char
acterlStlcs, and their comparable numbers, 
this would be the appropriate counter to the 
Soviet refusal to include Backfire. The so
viets could then reasonably be relieved of the 
restrictions (other than on production rate) 
contained 1n their unllateral Backfire state
ment at the Vienna Summit. 

U these two changes were made, I should 
be wllling to ignore the matter of the extra 
Soviet ICBMs, and, with reluctance, could 
support the ratlftcatlon of SALT II as so 
modified. But there Is very little chance, in 
my view, that the Soviets would accept these 
changes under current circumstances, and, 
rather than seem to be taking refuge in such 
devices, I belleve the forthright and proper 
action !or the United States is to reject the 
Treaty outright. I therefore recommend that 
the Senate withhold its consent to ratifica
tion. 

FUTURE LIMITATIONS 

Mr. Chairman, you asked me to address the 
subject of arms control and SALT ill ob
jectives. It will be clear to you !rom the !ore
going that I hope SALT II wlll be defeated, 
and, therefore, I shall not assume that the 
next negotiations w!ll be preceded by rati
fication. The second paragraph of your letter 
of August 10 mentioned specifically the "di
rection, pace and scope" we should pursue 
"In future negotiations on strategic arma
ments", apparently not necessarily assuming 
the ratification of SALT II. and I shall there
fore assume that acceptance of SALT II is 

not necessarily a prerequisite to these "fu
ture negotiations". I shall Indicate what I 
believe ls a suitable avenue to pursue in the 
next negotiations, whether they be called 
SALT m or SALT II or whatever, and 
-whether II is ratified or not. 

The best approach to such next negotia
tions 1s to use a scheme !or llmltlng and 
reducing strategic nuclea.r offensive forces 
that 1s based on (or closely related to) the 
payload (or "throw weight") of such !orcee. 
Schemes of this general type ha.ve been sug
gested to the Soviets In the past, but, at 
least In recent ome1al negotiations, the Sovi
ets have rejected such an approach. I belteve 
we should persevere In this a.pproach. 

An Ulustra.ttve comprehensive scheme is 
shown in Ta.ble 1. The ba.sic Idea. of this 1s u 
foUows. Nuclear delivery systems of varioua 
kinds a.re grouped 1n the categories listed In 
the first column. In each category, the lnitta.l 
Soviet and American cape.b111ties measured In 
tons of payload -(or "throw weight") esti
mated for 1985 a.re glven.11 An "Inltia.1 CeU
lng" !or each category Is then selected, basi
cally as the larger of the Soviet or American 
capabutties tn each category, In some caaea 
rounded upward to a round number. The 
symbol that Is an upside-down "v" appee.rlng 
In the Initial ceiling for the bottom category 
means "greater of", so that inltla.l ce111ng is 
the greater of X or Y. These ce111ngs are then 
decreased over time, not necessarily a.t the 
same rate for each category, and not neces
sa.rlly by the sa.me factor In each 5-yee..r 
period. Each force (Soviet and American) 
must not exceed the celllngs on each cate
gory imposed at points 5 years and 10 years 
after the inltia.l celllngs. 

TABLE !.-SAMPLE LIMITATION SCHEME FOR STRATEGIC OFFENSIVE FORCES 

(Tons of payload) 
" 

Initial 
Cate1ory 

Initial 
United 
States 

Initial 
U.S.S.R. ceilin1 

5-yr 
ceilin1 

10-yr 
ceilin1 Cate10ry 

ICBM._-------------------M/IRBM __________________ _ 
SLBM ____________________ _ 
Cruise missiles bombers ____ _ 

1, 230 
0 

1, 075 
300 

5,670 
1,000 
1, 195 
1, 000 

For example, in this lllustra.tive scheme, 
the ICBM ce111ng is cut in half in the first 
5-year period, and cut In third in the follow
Ing 5-year period. The SLBM ce1llngs are re
duced by much smaller factors, so that the 
allowed SLBM forces at the end of 10 years 
would constit-ute a larger fraction of the 
then-allowed total of strategic forces than 
they did at the beginning. 

Different aggregations within categories 
would be possible and may well be desirable. 
For example, lt might be desirable to lump 
together ICBMs and SLBMs 1n a single cate
gory, and allow each side to choose its own 
"mix" of such missiles, subject to the over
all centng for this category. It might also be 
desirable to spilt up the cruise-misslle cate
gory into two or more categories, depend
ing on range. It should be noted that thet"e 
is no need !or separate sub-categories of 
MIRVed and un-MIRVed misslles. Each side 
should be free to choose the nature and de
tans of its allowed forces wlthtn each cate
gory; e.g., the 1,000-ton celllng on ICBM 
payload at the end of ten years could be 
deployed as 100 mlsslles of 10 tons each, or 
1,000 missiles of 1 ton eac'!l, or 10,000 misslles 
with 200 pounds each (roughly the maxi
mum number of warheads that could be 
fitted Into 1,000 tons), or some combination 
of such mis.,lles not exceeding 1,000 tons 
total payload. Lower centngs would be desir
able 1! they would be compatible with veri
fication capab1Uties and with nuclear forces 
in the possession of other countries. 

6,000 3,000 1, 000 Heavy bombers ____________ 
1, 000 500 250 Medium bombers ________ ___ 
1, 200 BOO 500 NucTacAir ________ ------ ___ 
1, 000 750 500 

I have discussed this scheme in terms of 
pa.yloa.d, because tha.t Is conceptually slmplc 
and (in some sense) the real parameter of 
interest, but the scheme might actually be 
formulated (at least for the missile cate
gories) ln terms of the total gross volume of 
the missHes, which ls of course more readlly 
verlftable than payload. Different parameters 
could be used !or different categories. 

It should be noticed that the scheme In
cludes shorter-range mlsslles and aircraft. 
Even systems of stlll shorter range might be 
Included. I believe this provides a sensible 
way of including the so-called gray-area 
systems; the quantity of such systems al
lowed each side in inventory would be 
limited by this SALT-ltke scheme, but where 
they would be deployed (e.g., in Western 
Europe or in the United States) would not 
be a matter tor negotiation in this frame
work. 

Any system requiring substantial reduc
tions in nuclear deltvery systems will pose 
correspondingly substantial verification 
problems, and this scheme is no exception. 
Whlle the speclftc verification Issues ot such 
a scheme have not been extensively studied, 
as far as I know, there ls no reason to believe 
that the scheme ls worse !rom this perspec
tive than any other that would provide simi
lar reductions. Particular problems wlll pre
dictably arise with miniaturized systems, 
e.g., advanced cruise missiles, and with dual
capable systems, e.g., tactical aircraft. 
Whether satisfactory solutions to such veri-

Initial 
United Initial Initial !1-yr 10-yr 
States U.S.S.R. ceilin1 ceilln1 ceilin1 

1,600 360 2,000 1,000 500 
1,000 4,000 ~~ 2,000 (X~~ X y (XAY)/2 

ficatlon issues can ultimately be found is 
not clear unless the Soviets collaborate 
much more in providing verification than 
now seems ltkely. 

Of course, the Soviets are most unllkely 
to agree to any scheme of this general form 
within the near future, In any event. It 
would impose genuine ultimate parity-not 
immediately, but ln 10 years (or whatever 
periods are chosen) , and I believe the Soviets 
have little 1f any foreseeable Interest in such 
a result. They will come to have such an In
terest, I fear, only when they perceive that 
the alternative would be worse for them. 
And this perception will come to them only 
when they see credible American defense 
programs that promise to leave them behind. 

So, Mr. Chairman, my recommendation 
!or achieving a satisfactory outcome in SALT 
II or III or whatever, in the form of the 
scheme above or any other, is to begin a 
vigorous program to restore our nuclear 
forces to the relative health they had In 
the past. The Soviets do not seem to under
stand any other language. 

Thank you, Mr. Chairman. I shall be 
pleased to reply to questions. 

I'OOTNOTES 
1 Dtsarmament Agency, Hearings before the 

Commltt£.-e on Foreign Relations, U.S. Sen
ate, on S. 2180, August 14, 15, and 16, 1961. 
(Brennan statement at pp. 328-329.) 

2 See Nttze, July 12 statement, Annex ill, 
chart 19, "1985-U.S./U.S.S.R. ICBMs", or 
chart 6, "The B~lance in Throw-Weight". 
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3 Some !allout-!ataUty curves recently cal

culated by Earl V. Sager o! the System Plan
ning Corporation are useful for such esti
mates. 

'Jane's All the World's Aircraft, 1977/78, 
p . 463; ditto, 1978!79, p. 202. 

5 U.S.A.F. publication Standard Aircraft 
Charactertsttcs. 

8 Quoted in SALT II: An Interim Assess
ment, Report o! the Panel on the Strategic 
Arms Limitation Talks and the Comprehen
sive Test Ban Treaty o! the Committee on 
Armed Services, U.S. House o! Representa
tives, December 23, 1978 (H.A.S.C. No. 95-95), 
p . 11. 

1 A point that suggests that promised cost 
savings o! SALT II are lllusory, i! not wholly 
fictitious, as I shall point out below. 

8 See the Common Understanding to Para
graph 8 o! Article IV. 

8 Compare Charts 13 and 19 o! Nitze's An
nex III. 

10 Nitze, Annex III , Charts 19 and 20. (I 
omit some obvious interpretive remarks 
here.) 

11 Initial U.S. and U.S .S.R . payload ca
pab111ties !or ICBMs, SLBMs, and heavy 
bombers are taken !rom the 1985 columns o! 
Chart 6, "The Balance in Throw-Weight", o! 
Annex III o! Paul Nitze's statement, con
verted into tons. (Nitze's estimate !or Soviet 
heavy bombers did not include the Back
fire, which I have therefore included under 
medium bombers.) Other initial estimates 
In the table should be thought o! only as 
selected to 1llustrate the scheme; they have 
no pretense whatever to accuracy. 
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STATEMENT OJ' JAN M. LODAL 

I would Uke to comment brtefiy on what 
I understand Is our primary topic: land
based ICBMs and SALT II. 

Our land-based ICBMs have important 
technical and m111tary characteristics not 
found in the other components o! our strate
gic forces. I belteve that we should retain a 
land-based ICBM force and that it would be 
unwise to abandon our present "triad'' o! 
land-based ICBMs, air breathing bombers 
and cruise misslles, and submarine launched 
ba111st1c missiles. 

This is true despite the emerging vulner
ab111ty o! fixed land-based ICBMs. Depending 
upon the nature o! future U.S./Soviet arms 
control agreements, one might be able to re
duce the numbers of our land-based ICBMs 
somewhat, but I foresee no circumstances in 
which we could safely ellminate them alto
gether. We need ICBMs to provide a capabll
tty to launch selective and Umited attacks 
against m111tary targets, and land-based 
forces provide an important hedge against 
possible breakdowns In the more dimcult 
command and control arrangements asso
ciated with bombers and submarines. 

Our sUo-based ICBMs have become an issue 
because we can now see the day when they 
w111 be theoretically vulnerable to Soviet at
tack. This vulnerab111ty arises directly !rom 
two technological advances : the advent of 
independently retargetable re-entry vehicles 
(MIRVs), and the development o! highly ac
curate ICBM guidance systems. Without 
MIRVs, it takes at least one misslle to destroy 
an opponent's miss11e. Thus, 1! the forces are 
of approximately equal size, nothing can be 
gained by an attack. MIRVs change this cal
culation, permitting one miss11e to destroy 
several, provided the warheads have the ac
curacy necessary to hit their targets. Accu
racy, and not the yield or size o! the war
head, is the key to this capab111ty. One can
not make up for any signltlcant lack in accu
racy with larger warheads or greater throw 
weight. 

I can see no rationale for permitting the 
Soviets to melntain a unilateral counter!orce 
capab111ty against our sUo-based miss11es. 
One can make a theoretical argument that 
by increasing our own counter!orce capabtl
ity, we increase the incentive a Soviet leader 
would have to launch a surprise attack. 
But In practical terms, I belleve the 
situation would be otherwise. A Soviet leader 
would be less Ukely to risk escalating a poUt
leal crisis in the first place 1! he realized 
his own forces were as much at riak as ours. 

His belle! that he had a significant unilateral 
advantage could only fuel adventurism. 
Thus, I support U.S. deployment o! an im
proved land-based missile, as well as the 
Mark 12 warhead on existing Minuteman lli 
missUes. 

I also support efforts to develop a new 
and more survivable basing mode for our 
land-based ICBMs. But I do not believe that 
the formidable technical problems associ
ated with the development o! such a basing 
mode should delay proceeding with a new 
misslle. With respect to the missile itself, 
I would have favored proceeding with a joint 
Air Force/ Navy program to provide a mis
slle for use either on the Trident submarine 
or on land, rather than with the Air Force
only MX program. But this is not the key 
point. The key point is to develop the rots
sUe as opposed to doing nothing. 

The best way to reduce the cost and un
certainties associated with a mutual buUd
up o! U.S. and Soviet land-based forces 
would be to negotiate a. significant reduction 
in land-based MIRVs tn SALT. Such a. nego
tiation should be in the Soviet's own inter
est, since the emerging vulnerab111ty o! land
based ICBMs has a much greater effect on 
the Soviet Union than it does on the United 
States. The Soviets have invested much more 
heavily in these systems. They have placed 
roughly 75 percent of their strategic nuclear 
capab111ty in land-based ICBMs, as compared 
to only about 25 percent !or the United 
States. Thus, unless the United States uni
laterally abandons the ab111ty to attack these 
Soviet military targets , a step which I would 
strongly oppose, the Soviets should be wlll
ing to negotiate mutual reductions in land
based MIRVed forces in SALT III. 

With respect to the SALT II treaty you 
are now considering, I know o! no way it 
harms the ab111ty o! the United States to 
modernize Its land-based ICBM force. But 
the treaty does help our m111tary situation 
in several ways. The sub-llmit o! 820 on 
MIRVed land-based ICBMs ellmtnates the 
worst-case threats against which force 
planners would otherwise have to prepare. 
Furthermore, the llmits on numbers o! re
entry vehicles a misslle can carry wm con
siderably reduce the cost and technical diM
culty associated with deploying a survivable 
multiple aim point land-based system, as
suming these limits are carried forward into 
future SALT agreements. 

In summary, the SALT II treaty helps us 
with some o! the m111tary problems we !ace 
related to our land-based m1ss1les and, to 
my knowledge, it makes none of our prob
lems more dimcult. We should keep our 
land-based ICBMs, and they should be mod
ernized. Finally, 1f we take reasonable steps 
to deploy a new survivable land-based ICBM, 
we should be able to Improve the stab111ty 
of the strategic balance, increase the mm
tary options available to an American presi
dent, and provide a. strOIIlg incentive to the 
Soviet Union to negotiate more stringent 
limits In future agreements. 

DR. MICHAEL M. MAY'S TESTIMONY 

The question I wlll address in this testi
mony is how to retain a deterrent force 
under SALT. The most urgent part o! that 
question Is what to do about the anticipated 
vulnerab1llty o! the U.S. ICBM missiles and 
that is what I wm mainly talk about, but 
the ICBM question cannot be resolved with
out considering the entire deterrent force 
and some of its problems. 

I believe there is general agreement that 
a deterrent force is supposed to deter nu
clear attack on the U.S. and lts antes; such 
drastic aggression as might not be settled 
without nuclear war; and nuclear ccercion. 
The size and makeup of the force that will 
do those jobs have long been subjects of 
debate, but it is clear that the force must 
be in being before the crisis occurs and 
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that it must be able in !act and appearance 
to survive an attack and the utilizable after
wards. 

Right now, the U.S. force that would 
survive and be ut111zable after a full-scale 
surprise Soviet attack on it, that is, the 
alert, survlvable and reliable fraction of the 
U.S. force, consists of between 3,000 and 
4,000 nuclear weapons or various yields. 
Measures of the ut111 ty of the various yields 
can be arrived at in several ways, depend
ing on effectiveness, or something over 1,000 
equivalent megatons. 

That is a lot of yield, even though it may 
be only 1/ 5 to 1/ 10 of the Soviet first strike 
equivalent megatons. It is probably enough 
to destroy most but not all of the known 
Soviet m111tary force: air and naval bases, 
including submarines in port and planes on 
the ground; major army installations; major 
supply and communication centers; some 
but not all hard nuclear sites; the most es:. 
sential war industries. It is enough also to 
provide !or a reserve of weapons that would 
not be used at once, but that could destroy 
Soviet cities and economic C81pab111ty, and 
would serve to prevent our being left dis
armed against Soviet reserves. 

I believe the threat of prompt and assured 
m111tary defeat rather than some undefined 
and probably unusable threat or holocaust 
is the best deterrent. Wh1le the alert, reliable, 
survivable force we have now does not 
guarantee that we can promptly and as
suredly cause the Soviet Union a m111tary 
defeat, its use (assuming the worst, an attack 
on the U.S.) would make the further prose
cution o! the war by the Soviet Union very 
difficult and would almost surely give us 
enough time to prevent their terminating the 
war on their terms. 

Right now, the U.S. ICBM force provides 
about 50% of this alert, rellable, survivable 
force . The rest is provided by bombers on 
alert status-that is, ready to take off with
in a few minutes-and submarines in oper
ational zones. We have more forces which 
are not on alert and which would be quite 
vulnerable to a surprise Soviet attack. To the 
extent that we have indications or Soviet 
intent to attack-for instance, through po
litical tension, or evacuation, or increased 
alertness of their strategic forces-we can 
put more of our bombers and submarines on 
alert, !or a time that is limited by crew and 
equipment ava1lab111ty. 

The ICBM's not only provide about 50 % of 
the alert survivable force, they are also quali
tatively-different !rom the bombers and sub
marines. They have less need or warning 
than bombers and no need to penetrate 
enemy defenses; they have different and 
probably better communication llnks than 
submarines; they must be attacked with 
different weanons than either bombers or 
submarines. As has been repeatedly empha
sized, the three elements together-ICBM's, 
bombers and submarines-are more difficult 
to attack than any one or two of them, and 
are more flexible in their ;esponse. 

The reason !or the concern about !CBM's, 
is the forecast that by the mid-eighties the 
U.S. ICBM force could largely be destroyed 
by a Soviet attack. With it would go about 
50 % of our alert, reliable, survivable force 
as well as the qualitative advantages noted 
above, wh1le the proportional cost to the 
Soviet forces would be far less. The Soviet 
Union would therefore benefit in a military 
sense !rom an attack on these forces. The 
value of this potential benefit in day to day 
politics, or in crises, or in war, given the 
risks that attend an attack, can and has 
been debated at length. I can add little to 
the debate, except to say that having about 
50% or our bottom line deterrent subject to 
destruction by a first strike is not a satis
factory outcome !or years of technological 
development, Investment and SALT negotia
tions. 

It is possible, of course, to plan on launch
ing the ICBM force on warning of an attack, 
before the attacking weapons actually ex
plode. There would be very Itttle time for the 
President to decide whether to do that. 
Furthermore, no warning network is 100% 
reltable. It would be preferable to devise a 
new system that could replace the present 
Minuteman ICBM system and retain its 
major advantages. Unfortunately, that task 
has proven to be very difficult, largely because 
of the size and accuracy of the possible Soviet 
attack. 

There are only !our ways to protect mis
siles, on land or anywhere else: to harden 
them, to defend them, to keep them moving 
and to hide them. Hardening, given antici
pated Soviet accuracies and yields, requires 
going so deep underground that the miss1les 
could not be launched !or days, perhaps 
weeks after an attack. Active defense is un
der study but no sufficiently reltable system 
has emerged from the studies to warrant go
ing beyond R&D. In addition, active de
fense is banned by the ABM Treaty as it now 
stands. Keeping the miss1les continually on 
the move, on planes or trucks !or instance, 
is extremely expensive and has weaknesses o! 
a security, safety and environmental nature. 
Moving them only after receiving warning 
would lose the present advantage o! ICBM's, 
that they do not require warning. 

That leaves hiding, that is, some mode of 
deception. Deception in one form or another 
is the essential element in providing surviv
abiltty for the ICBM systems being considered 
today. It is not entirely satisfactory. It raises 
difficulties in connection with SALT verifica
tion and with security maintenance. But so 
far no one has come up with anything else 
that better meets all the requirements and 
constraints. 

Deceptive land basing !or ICBM has a rela
tively long history of studies, reaching back 
to the 1960's. Most variations and most argu
ments have been considered several times by 
several groups of people. The latest version, 
the so-called MX race track concept, is a rela
tive newcomer. It has been described to this 
Committee. It is more expensive and more 
complex (and in my judgment, less certain 
to operate properly) than other alternatives. 
Perhaps most important, it would take a long 
time to deploy, too long to be in time to 
meet the Soviet threat to Minuteman. It has 
these defects because, even though it is a 
mob1le system in which deception must be 
maintained, it is being designed to follow 
SALT verification precedents which require 
that the ICBM launchers be counted at the 
site or the deployment. I belteve that this 
approach to verification, which applled to 
fixed launchers under SALT I and will apply 
to them under SALT II, does not provide the 
right model for verification o! deceptive mo
b1le systems. 

A quicker, cheaper and more flexible way 
to preserve the survivab111ty of the U.S. ICBM 
!Orce (at least of half Of it), in my opinion, 
would be to redeploy the present Minuteman 
missiles, with some modification, using the 
present Minuteman bases and public road
ways and some 10,000 places (shelters, ga
rages, and others) in which the missiles could 
be hidden. Such deployment, 1! pursued with 
some urgency , should shave about four years 
and 15 b1llion dollars !rom the proposed MX 
race track deployment. It would also be a 
relatively flexible way to go. For instance, 
the number of hiding places could be ex
panded 1! needed as a hedge against a greater 
Soviet RV deployment than we are expecting. 
The design and spacing of the hiding places 
could be altered as the system is designed 
and deployed and we learn more about it, and 
more than one design could be tried out. 
Political and legal difficulties connected with 
buying land and putting out environmental 
impact statements in areas where Minuteman 

is not now deployed might perhaps be largely 
avoided. 

Whether Minuteman or MX is used as the 
miss1le, i! ICBM's are to be deployed in a 
deceptive mode, their number should not 
be verifled at the sites of their deployment. 
Maintaining deception, whether on land or 
elsewhere, is always difficult and one can 
never be 100 percent certain that adequate 
security has been provided. Attempting to 
introduce cooperative verification measures 
so that the number of ICBM launchers can 
be verified at or near the area of deceptive 
deployment makes the maintenance of se
curity even more difficult and uncertain. 
I have participated in these attempts over 
the last two years and I do not belteve they 
have led to a successful result. Not only ia 
the resulting system itself less than satis
factory, but there is no guarantee that the 
Soviet Union would, 1! it wished to baae 
its ICBM's deceptively at some time in the 
future, follow a U.S. precedent that leads 
to a cumbersome, expensive and possibly 
insecure system. 

A better approach to verification, it seems 
to me, would be to verify the number of 
mobile and deceptively based ICBM's in a 
way generally sim1lar to what is ·used to 
verify the number of the other mob1le and 
deceptively based systems controlled under 
SALT, namely, bombers and submarines. 
These numbers are verified in part by count
ing at or near the production sites, together 
with collateral information. 

If we merely redeploy Minuteman, as 
suggested above, such an approach to veri
fication would pose the Soviet Union no 
problem. The Soviets know how many Min
uteman ICBM's we have. to good enough 
accuracy !or all strategic purposes, and they 
also know that the Minuteman production 
llne is closed. We could offer on-site inspec
tion to make the verification surer. Thus 
there is no confilct between our meeting, 
in a timely and effective way, the problem 
which the Soviet Union has caused us in 
making our ICBM's vulnerable, and the 
Soviet Union maintaining an adequate 
knowledge of our forces such as may be 
needed for a continued and successful SALT 
process. 

I! we decide to get MX missiles instead 
of keeping Minuteman misslles, or 1f at so.me 
time in the future the Soviet Union decides 
to base its own ICBM's deceptively (which 
they have little incentive to do since our 
forces do not pose a serious flrst strike 
threat) we wm need some SALT provision 
under which verification of the numbers of 
these new misslles could be arranged. To 
meet that contingency, the U.S. could pro
pose that deceptive basing be allowed, for 
ICBM's as for planes and submarines, when 
and only when the number of units produced 
(and destroyed) can be verified with ade
quate accuracy. Adequate accuracy need not 
mean 100 percent accuracy, !or ICBM's, but 
accuracy adequate for strategic purposes, 
say, for the sake of example, within 20 per
cent. The party doing the verification would 
have to be satisfied, so that either on-site 
inspection or perhaps a less intrusive coop
erative method is likely to be needed. 

If the Soviet Union accepts this proposal, 
we would have better arms control. We would 
be Itmiting and verifying missiles rather 
than launchers, which is to say, we would be 
coming closer to llmiting and verifying ac
tual weapons. 

If the Soviet Union does not accept, I think 
we should proceed with our rebasing of 
ICBM's anyway. In a situation where 50 per
cent or our deterrent force is at stake, we 
should put timely and effective preservation 
of that force first and immediate progress at 
SALT second. In the longer run, the SALT 
process itself wm be healthier 1! it is not 
allowed to lead to an Increased advantage 
or first strike forces over deterrent forces. 
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I believe, in addition, that the Soviet 

Union woufd eventually accept this approach 
to the ICBM rebasing problem. They have 
on other occasions accepted the U.S. ap
proach where U.S. systems which we consid
ered vital to our security were at stake, !or 
instance in the case o! the forward based 
systems and the strategic cruise missiles. We 
have accepted Soviet approaches where 
Soviet systems which they considered vital 
were at stake, as in the case or heavy mtsslles 
and of Backtlre bombers. The Soviet Union 
stands to lose nothing by accepting the pro
posal outlined above, except the chance to 
cost us tlme and money. Their present pro
grams are not affected. They could continue 
to emplace large missiles into stlos under 
presently agreed provisions, which is what 
they seem most interested in doing. 

Even 1! the Soviets never accept the pro
posal outlined here, we will be no worse off 
than we are now. We do not know now how 
ma.ny ICBM's they have. We rely on approxi
mate intelllgence estimates to plan a survt.v-
81hle force. None or this would be changed by 
their refusing to abide by verttlcation con
straints which we would consi.der adequate 
on their future deceptive or mobtle ICBM 
rebasing. The only significant strategic 
change would be that we would be able to 
pursue an effective course in dealing with 
the problem o! vulnerab111ty of our IOBM's. 

The proposal to verity production and de
struction or mobtle and deceptively !based 
launchers or s-uch ICBM's at the deployment 
ICBM's rather than attempt to count 
launchers of such ICBM's at the deployment 
site could be Introduced as a replacement 
tor the Protocol. The Protocol as lt st8lilds 

norw does not make sattsfe.ctory provision 
for survivable land based systems. It merely 
delays testing and deployment of moblle sys
tems, whereas less vulner:a;ble basing, or 
which deceptive basing is an Instance, should 
be encouraged, not discouraged, by SALT. 

Rebasing M!nuteme.n would serve to main
tain our deterrent forces 1n the mid-eighties 
and for some time beyond. It is f&r from 
the last thing that needs to be done, how
ever, all ex!istlng strategic systems willl wear 
out. In addition. the technologies tor sur
vival, !or verification. for attack and defense, 
will continue to change regardless or ~
ments. Such technologies are closely tied to 
civllfan technologies and cannot be frozen. 

Thus, wa should not lock ourselves Into 
systems the major features of whlch ·are dic
tated by the pe1'Celved need to :&dhere to ver
Itlcation standards that were never designed 
to <'.Ope with the present technological and 
strategic dilemmas. The SALT process should 
instead evolve in such a way as to permit 
the timely maintenance of assured and not 
too oostly deterrent forces. The present SALT 
II Treaty seems adequate trom this point or 
view for the period during which tt will be 
in force, except that I belleve it needs a 
change as outlfned in order to deal appropri
ately with the dangers to U.S. ICBM's which 
we see coming. 

STATEMENT OF PAUL H. NrrZE 
Assessment or deterrence depends slgnttl

cantly on our day-to-day alE:rt forces. Our 
day-to-day alert forces must have adequate 
surv1vab111ty in the race or any attack which 
might be made against them. The surviving 
forces must be appropriate !or their mission, 

responsive to command and control, able to 
penetrate defenses intended to blunt their 
effectiveness, and capable of putting out of 
action the targets that must be eltminated 1t 
we are to pursue a rational strategy were war 
to come. 

In addition to these straightforward con
siderations, Insurance against unforeseen 
vulnerab111ties can be provided by ut111zlng 
a diversity of forces. 

The obj~tive or diversity 1s to distribute 
our deterrent ca!Jab111ty through different 
forces having a variety or survival modes, de
fense penetration techniques, and att&ck 
characteristics so that no single brP.ak
through by an opponent either in destroying 
our forces before launch, or in defense 
against our surviving and counter-attacking 
forces, would si~nttlcantly reduce our second 
strike and reserve capabiltty. Moreover, such 
variety would also lessen the vulnerab111ty of 
our forces to a single force-wide weakness. 

A minimal approach to diversity is a triad 
or forces providing two different survival 
modes and two different penetration modes 
!or (a) time-urgent hard and sort targets, 
(b) non-time-tlrgent hard and sort targets, 
and (c) targets enduring more than a day. 
Both survivab111ty and confidence in the abtl
ity or the force to penetrate should be con
sidered when matching specttlc systems to 
target classes, as shown in Table 1 on the 
next page. 

Table 1 divides targets into three classes; 
time-urgent, non-time-urgent, and enduring, 
and each or these into hard and sort. 

You wtll note that only our SLBMs can 
now be expected to have a capabtlity to en
dure more than one day, and they have Uttle 
capablllty against hard targets. 

TABLE I.-sTRATEGIC FORCE EMPLOYMENT, SURVIVAL, AND PENETRATION CHARACTERISTICS 

Appropriate taraet class 

Hard Soft Hard Soft 

Endurin& 
(within 1 to 30 days) 

Hard Soft Survival mode Penetration mode 

CBM's·----------------------- Yes ______ Yes ______ (1) ________ (2) _______ ('>------- ('>------- Hardened and dispersed ____________ ~ypersonic reentry, low radar crosssection, chaff and 
decoys masking real versus false targets, ABM treaty 
limitation on ABM defenses. 

SLBM's·----------------------- (1) _______ Yes ______ (3) _______ Yes ______ <•>------- Yes _____ _ Concealed mobile ____________ ·----- Hypersonic reentry, high arrival rates. 
Bombers with ALCM's ___________ No _______ No _______ Yes ______ Yes ______ No _______ No _______ Takeoff on warning but vulnerable low altitude flight, reactive defensive avionics, and 

if not promptly used. var:ety in penetration and defense suppression modes. 
(SRAM's, ALCM's, etc.) 

t Only if deployed in an MVPS or effective mobile (Racetrack?). 
2 Only if deployed in either an MVPS or effective &round or air mobile mode. 

• Only if SLBM's are provided with RV's with a combination of hiaher yield and areater accuracy 

You wtll also note that it is only the 
ICBMs that have a significant capab111ty 
against time-urgent hard targets. 

Our bomber cruise misslle capab111ty ls 
ltmited to non-time-urgent targets. Few, 1! 
any, of our heavy bombers are expected to 
endure more than a day or so. They must be 
used wlthln the tlrst !ew hours. Those that 
disperse or return suffer grave danger o! 
destruction on their bases. 

To achieve the capab111ties to tight a war, 
and thus to deter one, we must both give 
our SLBMs a greater hard target ldll capa
b111ty and give our ICBMs the ab111ty not 
only to survive !or an immediate launch 
but to endure !or more than a day. 

The ICBM !orce has played a dominant 
role in determining the milttary capa.b111ty 
o! our strategic forces. 

The central issue that must be considered 
is what to do about our ICBM force to ra
store the declining credib111ty or that leg of 
our deterrent. Some of the alternatives are 
as follows: 

a. Accept the intrinsic vulnera.btlity or 
our fixed sUo-based mJsslles and count on 
only a small residual ICBM force surviving 
an attack, thus essentially being driven to 
acceptance o! a dyad. 

b. As in (a) , accept the vulnerability of 
our ICBM sllos but deploy a larger misslle 

in the s11os to increase the power or those 
rew ICBMs Which might survive. 

c. Adopt a launch-under-attack pollcy 
and perfect such a capab111ty. 

d. Provide dedicated ICBM stlo defenses. 
e. Re-base our ICBMs 1n a mode which 

maintains adequate ICBM survivabtl!ty and 
endurance, and thus satisfies our crisis 
stab111ty and sufficiency requirements. 

Alternative (a) results ln a. dyad and 
eventually a monad. A survivable and en
during U.S. counter!orce-capable ICBM sys
tem is required to ensure a diverse enduring 
retaliatory capab111ty against all types or 
targets. A dyad will not meet that require
ment. 

Deployment of a larger misslle Jn the 
MINUTEMAN sllos, alternative (b), does 
nothing to solve the sUo vulnerabtuty 
problem and in addition has the negative 
feature or a threatening, but vulnerable, U.S. 
tlrst-strtke counterforce capability. Accord
ingly, lt would increase crisis instabillty and 
the prospect that deterrence would tan. 

Alternate (c), launch-under-attack, refers 
to launching a threatened force once un
equivocal assessment is received that an at
tack on that force is in progress, and before 
the wttack reaches a point where it prevents 
a launch. Itt requires highly reliable com
mand, control, and communication systems 

and extremely rapid decision-making. The 
decision time projected to be avallable 
varies, !rom about 3 minutes 1n complex 
scenarios uttltzing SLBM attacks on ~"..om
munlcation modes and plndown o! MINUTE
MAN, to about 15 to 20 minutes ln a straight
forward ICBM attack on MINUTEMAN. 
However, an important issue surrounding 
the launch-under-attack option 1s "launch 
what against what Soviet targets-upon 
what degree or evidence tha.t an attack or 
what size is underway against what U.S. 
targets?" Extremely dlfilcult considerations 
are Involved ln answering those complex 
questions. Should the President be asked to 
resolve them in t.he !ew minutes which may 
be avaiLable to him, or should the answers 
be preprogrammed ln·to a computer? Neither 
alternative is without immense dangers. 

Alternative (d), that dedicated ICBM sUo 
defenses be deployed as a solution to our 
current and future sUo vulnerab111ty prob
lem, would require Soviet agreement to 
modify the ABM Treaty so as to allow tor 
the eventual deployment or dedicated 
defenses. 

Dedicated ICBM defenses can be or signif
icant benetlt when used as an overlay to an 
already reasonably survivable ICBM system. 
Against a max1lnum threat, it would be pos
sible to compllcate any Soviet attack with 
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a preferential ABM defense of missiles de
ployed in an effective dispersed decept ive 
basing mode. 

A number of alternate basing concepts, 
alternative (e), have been proposed which 
enhance ICBM survivability through a 
multiple vertical protective structure sys
tem (MVPS ) ;1 air mob111ty, other forms of 
MAP employing transporter/ erector/ launch
ers (including the Racetrack system) or by 
other deceptive actions. As stated in General 
Allen's letter of December 29, 1978, over the 
last ten years about 30 alternate basing 
modes have been investigated i::1. detail ; and 
after extensive reviews and evaluations, the 
MVPS system was found to be the best tech
nical solution that retains the unique, posi
tiv'3 characteristics of the ICBM force . The 
Ract!track system may, or may not, be com
parably effective but wm certainly be more 
ex.pensive. 

Purely mobile concepts tend to rely on 
strategic and/ or tactical warning both to 
enhance survlvabi11ty and to reduce operating 
costs. Air moblllty has much the same sur
vival and durab1llty vulnerablllties che:rac
terist!c of the bomber force and therefore 
does not contribute significantly to force di
ver&ity. Pure land mobiles are dependent on 
warning, and are vulnerable to an area Soviet 
barrage attack. 

Since the MVPS ICBM deployment concept 
achieves survivablllty through uncert"inty 
in location, its deployment may raise ques
tions concerning verification. In assessing 
this problem it should be emphasized that 
the advantages the MVPS basing offers in 
Increasing survlvab111ty and thus enhancing 
stab111ty and deterrence, and thus reducing 
the risk of war, far outweigh the strategic 
significance of uncertainty in verification. 
It should also be noted that all alternata bas
ing concepts currently under consideration 
raise some verification Issues, but that co
operative methods can reduce Soviet verifica
tion uncertainty to very low levels. 

Two additional points should be made. It 
Is wholly feasible for the U.S. to give the 
USSR high confidence that we are not de
ploying more than one canister containing 
a. missile per MVPS launch complex. It the 
Soviet Union wished to give us similar high 
confidence, 1t they developed an MVPS sys
tem, they also could do so. If they wish to 
deny us verlfiablllty of the number of ICRMs 
they deploy, they can do so, whether they 
deploy an MVPS or not. It 1s unllkely they 
would wish to deploy a mirror image of our 
Racetrack system. 

It is reported that a.s a part of the current 
SALT II dellberations two demarches were 
made by the U.S. side to the Soviets stating 
that we interpret the SALT II provisions to 
parmit the deployment of an MPS system 
after the expiration of the Protocol. 

The dema~ches referred not to multiple 
silos but to hardened launch points (which, 
as phrased, could include not only vertical 
structures but also horizontal structures). 
The Soviet side focused on the distinction 
between vertical structure deployments and 
horizontal structures protecting mobile 
transporter/ erector launchers. They unam
biguously stated that a vertical deployment 
mode would involve additional fixed ICBM 
launchers which are prohibited by the Treaty 
They also implled, however, that the hori
zontal shelter deployment mode, U asso
ciated with transporter/ erector/ launchers 
(TELs), might be considered to be a moblle 
system permissible after expiration of the 
Protocol but requiring that each TEL be 
counted under the ce111ngs on numbers of 
ICBM launchers. The new proposed Race
track system appears to satisfy the Soviet 
position on the requirements for a permitted 
mobile system. 

1 A multiple protective structure (MPS) 
system employing vertical structures. 

The Soviets might or m1gh t not respond 
to a U.S. deployment of an MVPS or Race
track system. It would be feasible, by the late 
1980s or the 1990s, for the Soviets, in the 
absence of SALT, to deploy more highly 
fractionated payloads with up to about 20 to 
30 RVs per SS-19-type missile, and up to 
about 30 to 40 RVs per SS-18-type missile. 
These RVs would have to have smaller weight 
and thus yield, and therefore would have to 
have Improved accuracy to maintain the same 
single shot klll capab111ty. There would be 
severe technical problems Involving accuracy 
and rellab111ty, and financial and availab111ty 
of fissionable material considerations could 
arise. But it is not certain that such consid
erations would preclude such a Soviet 
response. 

SALT II limitations cannot be helpful 
unless continued beyond 1985 in SALT III. 
The currently agreed SALT II provisions in
clude a maximum fractionation llmit of 10 
RVs per ICBM and 14 RVs per SLBM. The 
number of RVs in the overt threat is there
fore Umit ed under SALT II but only until 
1985. The earliest deployment of the MX 
wlll be after 1985. 

However, even if the Soviets developed and 
deployed highly accurate , high fractionation 
RV3, and even 1f they covertly deployed ar 
ditional missiles. an MVPS or Racetrack sys
tem would exact a very high price for each 
U.S. missile destroyed. An MVPS or Race
track system would restore the stable pre-
1978 situation in which an attacker could 
not expect to destroy, in an initial attack, as 
many missiles as he expended in that attack. 
The increment al cost of adding additional 
shelt ers and t hus alm points would be much 
less under the MVPS system than under the 
Racetrack system. 

Modernization of U.S. strategic nuclear 
forces with emphasis on survivabllity and 
endurance together with careful attention to 
the roles assigned to each part of the force 
structure should greatly diminish the likeli
hood of any rational Soviet decision to attack 
these forces or, directly or indirectly, to 
threaten such an attack. It would also pro
vide the best hope for survival should any 
such attack, intended or result ing from an 
unintended chain of events, occur. In the 
longer run, it should a.lso make equitable and 
construct ive arms control more feasible and 
more likely. 

STATEMENT BY RON. WILLIAM J. PEJiltY 
(Figures mentioned in the text not printed 

ln the RECORD.] 
Mr. Chairman and Members of the Com

mittee : 
I am pleased to testify before you today 

on MX and our planned program of Stra
tegic Force Moderniz-ation. 

The testimony is divided Into three parts. 
First is an overview of our Strategic Force 
Modernization Program. Next, the major por
tion of my testimony wm address the MX 
program-missile and survivable basing 
system-which the President has recently 
approved. Finally, I will review the impact 
of our planned modernization program on 
e.rms control. 

STRATEGIC FORCE MODERNIZATION 
The primary objective of our strategic 

forces is to deter nuclear war. The present 
TRIAD ol strategic forces has been suc
cessful in achieving this objective since the 
1960s. This 'DRIAD of forces includes : 

( 1) ICBMs-more than 1.000 Minuteman 
and Titan II launch vehicles with a total 
of more than 2,000 warhead8; 

(2) SLBMs-more than 600 Polaris and 
Poseidon launch vehicles with nearly 5,000 
total warheads; and 

(3) Heavy Bombers-more than 300 B-52s 
with a. total of more than 2,000 warheads. 

In aggregate we have more than 9,000 

warheads, comprising a powerful deterrent 
force . Given the size and strength of this 
force, some have questioned the need tor 
modernization. While it Is true that the pres
ent balance is adequate in terms of our ob
jectives of deterrence and equivalence, we 
face challenges for the future that we can
not ignore. Indeed, while the strategic bal
ance through 1985 wlll continue to be ade
quate, it will be less favorable to us in the 
ea.rly 1980s than it is now. That is true with 
or without a. SALT II agreement. 

The first challenge is the obsolescence of 
our own strategic forces . We need to mod
ernize, improve, and in some cases replace 
these strategic forces in order to maintain a. 
responsive and rellable deterrent, and we 
wlll need to do so regardless of the status of 
SALT. 

The second challenge we face is the grow
ing vulnerabUlty of our ICBM force. By the 
early 1980s the Soviets will have the combi
nation of guidance accuracy and warhead 
numbers that wlll give their ICBMs the 
theoretical capabUlty to destroy most of our 
Minuteman force in a preemptive attack. 
For.tunately, the future vulnerabUlty of the 
Minuteman force does not imply the con
current vulnerabUlty of the United States. 
We can afford some temporary degradation 
in the ICBM force because our overall stra
tegic capabUlty wlll remain strong. The other 
two legs of the strategic Triad are not now 
threatened in the same way as our ICBMs. 
But we have decided to build up the leg of 
the Triad that Is temporarily weak so that 
should other parts of our strategic forces be
come more vulnera.ble at some later time, 
our overall strategic deterrent will not be 
eroded. 

A third challenge is the posslblllty of 
longer term threats to our bombers and 
missile-carrying submarines. Under some 
circumstances Soviet SLBMs could pose a. 
significant counter!urce threat to our bomb
ers, by barrage attack on our present SAC 
bases. There 1s e.lso the potentia.l of our 
bombers being destroyed with an ICBM bar
rage attack. The larger number of ICBM RVs 
(relative to SLBM RVs) could compensate 
for the longer time available for bomber 
escape, so that even though the bombers get 
off the ground, they may not escape the area 
that is barraged. Our air-breathing force will 
also have to deal with the growing Soviet air 
defense threat posoo by look-down, shoot
down interceptors and advanced surface-to
air missiles currently under development 
Well into the 1980s our bombers wlll be able 
to penetrate Soviet defenses--and our ALCM8 
indefinitely. 

Fortunately, we are also quite confident 
that, through the 1980s-which Is about a6 
far as we can confidently predic~ur SLBM6 
cannot be located by Soviet anti-submarine 
warfare forces sufficiently well for an ICBM 
barrage attack to be effective against them. 
But we are not so sure what AS'N capabilities 
the Soviets may develop and deploy in the 
1990s, so we cannot simply assume that our 
SLBM force will remain invulnerable lnde11-
nitely. 

To meet these challenges, we have been 
working to find ways to restore the sur
vtva.blllty of ICBMs, to maintain our SLBM 
survivabillty into future decades, and to 
strengthen the survivab111ty of our air
breathing forces . We have programs in the 
works to do all of these things. 

The most difficult issue to resolve has been 
the survivab111ty of the land-based leg or the 
Triad; as I said earlier, this 1s the single most 
serious strategic problem we face at the pres
ent time. 

We have sought a solution to this problem 
that will satisfy our m111tary requirements 
and be consistent with our efforts to have 
verifiable strategic arms Umitations. Because 
it is relevant to SALT II and important to 
the future viabUity of our strategic forces, 



25336 CONGRESSIONAL RECORD- SENATE September 19, 1979 

I would like to describe the MX and its 
basing system in some detail . 

MX 
In June the President approved full scaJe 

development of the MX missile. MX is the 
largest new missile permitted under SALT II. 
It will be 71 feet in length and 92 inches in 
diameter, weighing 190,000 lbs. With a throw
weight of 7,900 pounds, the MX can be loaded 
with 10 Mk-12A reentry vehicles. Assuming 
that SALT II constrains ICBMs to no more 
than 10 reentry vehicles, the MX will have a 
military capability equivalent to the S&-18, 
the largest Soviet ICBM. 

Last week the President approved the 
mobile basing system for MX. This basing 
method evolved from previous designs of 
both the underground trench and surface 
horizontal shelters. The concept combines 
the most desirable features of these two 
approaches. Derived from the trench concept 
are system confinement and the associated 
benefits to verification; an integral trans
porter-erector-launcher (TEL ) which makes 
it unambiguously clear that shelters are not 
launchers; and rapid force reposturing or 
dash on tactical warning. Derived from the 
horizontal shelter concepts a.re lower cost 
designs; reduced environmental impact; im
proved options for preservation of TEL loca
tion uncertainty; and, greater public accept
ance in the states where the system will likely 
be deployed. 

Each TEL is confined to operate on a loop 
type road network with shelters located on 
spurs as depicted in Figure 1. Figure 2 shows 
a sketch of the shelter concept. The shelters 
are hardened and have op~nable roofs for 
verification. 

Figure 3 shows a sketch of the TEL con
cept and llsts some of its characteristics. The 
complete TEL is parked in a shelter in the 
normal, peacetime operating mode. The mis
sile can be launched from the TEL on the 
road-the shelter is not required for launch. 
When launching the missile from inside the 
shelters, the TEL mechanism pushes up 
through the shelter roof so there will be no 
problem of debris from a nearby nuclear 
burst blocking the door. 

There are about 4,600 shelters deployed on 
200 road loops. Each loop has 23 shelters, 
with only one TEL which carries one mis
sile. Adjacent loops are not connected by 
roads capable of supporting TELs, and TELs 
cannot be moved from one loop to another 
without being disassembled and passed 
through the normal support process. The 
TELs are too heavy (about 700,000 pounds) 
and too cumbersome (about 180 feet long, 
13 feet high and 13 feet wide) to operate off
road; they would sink into the surface be 
trapped by small terrain variations, or ' tip 
over. Therefore, each TEL is confined to op
erate only within its 23 shelter loop; this 
aids veri fica tlon. 

The preferred deployment area is a series 
of valleys in the western desert area. About 
100 valleys appear usable based and topologic 
and geologic considerations. The valleys are 
not very large and on the average only a few 
loops will be in a single valley. This natural 
clustering feature adds another level of con
finement to the system by impeding transfer 
of equipment throughout the deployment 
area except through well defined , observable 
entry and exit points. 

Further enhancement of system verifiabil
ity is bullt in by the oueratlorus and flow in
dicated in Figure 4. The missile, its canister 
and communications modules are assembled 
in the designated assembly area (DAA) in 
facllities that are open to the extent possible 
(e.g., openable-roof fac1lities). The assembly 
process is designed to take a significant time 
(about one week) and only one missile is tn 
work at any time. 

The missile, its launch-relat ed equipment 
and TEL subassemblies are shipped at a slow 
pace to the designated deployment area 

(DAA) on a special railroad. A spur of the 
special track connects each valley to the 
malnline and there is a major barrier which 
must be removed before the flatcar can enter 
the valley. The barrier is design.ed to require 
a considerable time period to disassemble, 
keeping the overall process slow. 

Once in the valley the flatcar delivers the 
equipment to a final assembly area (FAA), 
but first has to pass through another barrier 
station. This second barrier is of the same 
type as the first one, increasing confidence 
that the TEL could not move undetected 
among the road loops. 

The TEL is put together in final, workable 
form in the FAA and is then mated with 
the missile and launch-related equipment. 
This step ensures that the TEL cannot exist 
in its final operational form anywhere but 
at its deployment site in the DDA. Verifica
ion is thereby enhanced. After assembly, the 
TEL is driven into the road loop . 

SURVIVABILITY 

Survivability of the system is based on two 
independent elements: preservation of loca
tion uncertainty and a high degree of mo
bility. 

Location uncertainty is maintained by pe
riodically moving the TEL from one she! ter 
to another and by making it impossible for 
remote observers to determine whether what 
is being made is indeed the TEL. Since the 
movement of the TEL from shelter-to-shelter 
occurs on surface roads out in the open, a 
visibllity shield is used to cover it. This 
shield, illustrated in Figure 5, is provided by 
a special vehicle which can move alone, or 
straddle and move in unison with the TEL 
when the TEL is moved. After the TEL is re
located in a new shelter, the shield vehicle 
visits all the other shelters and replicates the 
procedures associated with TEL entry into a 
shelter. Thus, the identification of the shelter 
into which the TEL was inserted is denied. 

Under normal conditions, the missile would 
be moved to another shelter in its cluster 
when maintenance is required, or at least 
once every few months if no maintenance 
was needed. The crew schedule for move
ments would be established so that no crew 
would know where more than a very few 
missiles were located. The many observables 
associated with movement of a 700,000 pound 
TEL and a 190,000 pound missile need to be 
simulated or masked in the overall process. 
In-shelter and in-transit signatures (e.g., 
electromagnetic, acoustic, and thermal emis
sions) will be simulated 'bY a combination 
of countermeasures placed in the shelter and 
carried by the vehicle. 

Denial of the opportunity to measure many 
of the system's observables is accomplished 
by a combination of exclusion from the im
mediate vicinity of the shelter (as is cur
rently the case with the Minuteman silo 
sites) and by sweeping the area to de ted 
sensors or agent operations. Seismic effects, 
however, are long-range and might be meas
urable by remote sensors. If this proves to be 
a real concern, the seismic effects can be 
simulated by carrying mass simulators in the 
shield vehicle whenever 1t is moving without 
a. TEL. The need for mass simulators is not 
yet firmly established, but we plan to retain 
the option to include mass simulators should 
the need be established. Actual deployment 
of mass simulators would add $1.4B (in FY 
80$) to the cost. 

Survivability of the system is provided by 
this basing arrangement in three different 
modes of operation. First, the system can be 
repostured in a short time; using normal 
practices a few hours is achievable. This op
erating practice might be useful if some 
concern about location uncertainly develops, 
or if an international crisis appears to be 
developing. Second, if the location uncer
tainty becomes in grave doubt then the sys
tem, or a. portion of it, could be placed in 
constant motion; if tactical warning lndt-

cates an attack, he TELs could then drive 
into the nearest shelters. Third, as an alter
native to constant motion, the TELs could 
be poised to dash on tactical warning to re
posture some designated percentage of the 
force during the flight time of attacking 
ICBMs (it is not feasible to do this during 
close-in SLBM flight times, although dash to 
a few of the nearest neighboring shelters is 
possible here). The dash on warning mode 
sizes the TEL's locomotion capability and 
allows any one of the shelters on the loop 
to be reached in the 30 minute ICBM flight 
time. 

We have analyzed the MX system in re
sponse to a variety of Soviet counterforce 
threats. The threats considered ranged from 
a moderate Soviet buildup constrained by 
SALT II to a high Soviet buildup assuming 
SALT II never goes into effect. In each case 
the number of MX missiles and shelters were 
adjusted so that when the Soviets had ex
pended all of their ICBM RVs in one-on-one 
attacks on MX shelters (after first attacking 
Minuteman) , we still have some ICBMs sur
viving. This approach takes away any Soviet 
incentive to a;ttack our ICBM force using 
their ICBM force , since they degrade their 
relative position by undertaking. such an 
attack. 

F or example, if they launch their entire 
ICBM force against ours they would be left , 
after the attack, with their SLBM and 
bomber forces facing our superior SLBM and 
bomber forces plus the remaining U.S. ICBMs 
that have survived the attack. Should they 
choose to hold some ICBMs in reserve, they 
will still ·lose (although a smaller amount) 
relative to their position before the attack. 

In response to a moderate Soviet buildup 
constrained by SALT II, we estimate that the 
MX program would require 200 missiles and 
4,600 shelters at a cost of $33 billion in COIO

stant FY dollars. In reaction to a high Soviet 
buildup assuming SALT II never goes into 
effect, the MX program would require 400 
missiles and 13,500 shelters at a cost of $59 
billion in constant FY 80 dollars. 

Even for this most very severe threat ex
cursion, the MX system can be expanded to 
meet the threat even 1f it had to take the 
entire ICBM threat by itself. In fact, it is 
inc-onceivable that we would not also attempt 
to deter such an enormous (and enormously 
costly) Soviet buildup-if it seemed to be 
materializing-by augmenting other legs of 
the triad. For example, we could increase our 
deployment of cruise mlssiles and C--4 
SLBMs. 

We would not have significant program
matic difficulty in expanding MX to meet 
these advanced threats. We can build shel
ters, for example, at a rate of 2000 per year, 
or even higher under emergency conditions. 

In MX system configurations, missiles and 
shelters can be traded off within wide llmlts 
without major changes in cost or surviv
ab111ty. Thus, our response to a breakout 
could emphasize either missiles or shelters, 
depending on avrullable prcductlon resources 
and policy considerations. 

VERIFICATION 

Verification of the system is accomplished 
on the basis of several general characteristics 
which have been noted earlier. These include: 

(1) A designated assembly area (DAA) 
used for the equipment, with operations con
ducted as openly -as is feasible to aid observa
tions by National Technical Means (NTM). 

(2) Special transnort techniques used to 
move the equipment from the DAA to the 
designated deployment areas (DDA) . The 
uniqueness of these transport techniques 
aids in identification and monitorability. 

(3) A final assembly area, used at the 
entry of the DDA where the TEL assembly 
is completed and the missile is mated with 
the TEL. The TEL. therefore, only exists in 
theDDA. 

( 4) Barriers between the DAA and the 
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DDA. They require a significant time to dis
assemble in order to permit transit of equip
ment. 

(5) Clustering of road loops in small 
groups in the valleys comprising the DDA. 
This makes transfer between groups impos
sible. 

(6) No interconnection between road 
loops which would allow TEL transfer. Thus 
TELs cannot be transferred from loop-to
loop. 

Openable roofs on the shelters permit view
Ing via NTM. The shelters would be opened 
periodically, (e.g., at major maintenance 
periods), and a specified number of open
ings would occur each year. Provisions for 
"on-demand" openings would also be made 
in order to handle ambiguous cases. The 
shelter roofs are opened by removing, by 
crane, a number of plugs built Into the 
roof, as indicated in Figure 2. 

We have made comprehensive assessments 
of the verifiab111ty of the system. The re
sults may be summarized as follows: 

The Soviets can verify the proposed US sys
tem. 

Soviet concern over US cheating should be 
negligible due to the availab111ty of collat
el·alinformation. 

If employed by the Soviets, a system de
signed along the lines of MX would be veri
fiable by the US. We could monitor with 
high confidence the number of MX-type 
launchers the Soviets deployed in designated 
areas and would have high confidence that 
no such launchers were deployed elsewhere. 

ENVmONMENTAL AND PUBLIC ISSUES 

The MX basing system involves "point 
security" practices. This means that only 
the land in the immediate vicinity of each 
of the shelters is withdrawn from public 
use. The area is about 2.5 acres per shelter
essentially the same as current Minuteman 
sites. Thus only about 25 square miles would 
be withdrawn from public use, including 
land for the assembly areas. 

Every effort will be made to make MX 
energy self-sufficient. Each MX shelter may 
require 5-10 kw of power in steady-state 
operation, which results in several tens of 
megawatts of total power requirement. It 
appears feasible to power MX In peacetime 
by photo-voltaic solar systems emplaced at 
the shelters, along with some geothermal 
plants or windmills. This would avoid en
ergy problems and also provide a pathfinder 
program for large scale production of com
mercially useful photo-voltaic systems. The 
size of the solar units would be in the range 
of interest for individual homes. 

COSTS 

The total DOD system costs for the cur
rent baseline concept are estimated in fiscal 
year 1980 dollars at $33 billion for acqul!l
tion and $440 million for annual operations 
and support. The costs include RDT&E for 
mass simulators in the shield vehicle and 
shelters. Actual deployment of the mass 
simulators would add about $1.4 btlllon to 
the acquisition costs and aboui; $10 m1llion 
to the annual operations and support co!lts. 

The cost estimates have been carefully pre
pared, but with any complex system pro
jected 10 years Into the future there is 
bound to be uncertainty. "Improvements" 
will be resisted unless an overriding need can 
be demonstrated. However, there are some 
features which probably wm ultimately be 
added to the system (e.g., mass simulators). 
Implementation of these Improvements wUl 
be deferred until their need actually arises, 
though low-cost provisions will be made !or 
them. Costs w111 also be influenced should the 
Soviets Increase their ICBM threat beyond 
our estimates, especially in the absence or 
termination of SALT II. In that case we 
would expand the MX system in response and 
that would, of course, increase the cost (but 

by less than the soviet threat augmenta
tion would cost them) . 

Incremental costs to expand the system 
are roughly $2.6 mlllion per shelter against 
a proliferated Soviet missile threat and $2.0 
mill1on per shelter against a Soviet threat 
based on fractionation of the current missile 
Inventory. These costs are slightly less than 
our acquisition cost per RV. While we do 
not know what Soviet RV costs are, we have 
no reason to believe them to be substantially 
different from our own. Thus there would be 
no advantage to the Soviets in pursuing an 
RV vs shelter race, considering that they 
would be investing in RVs based in vulner
able silos and obtaining no cost advantage in 
the process. 

This is an expensive system, like all other 
major strategic systems we have built. In 
fiscal year 1980 dollars the Minuteman 
ICBM program cost $40B, the B-52 program 
cost $54B (not including the supporting 
tanker force and ALCM), and the Trident 
program wm cost about $39B (assuming 25 
submarines and 600 c-4 missiles). Annual 
operating costs of MX w111 be comparable to 
Minuteman, and about one-third those of the 
SLBM force or bomber force. 
IMPACT OF STRATEGIC MODERNIZATION PROGRAM 

ON SALT 

I have described !or you today the stra
tegic force modernization programs which 
the Administration has planned for the years 
ahead. These efforts have become an import
ant Issue in the debate over SALT II. In my 
view this is an entirely proper extension of 
the SALT debate. The value of SALT II can
not be determined in Isolation; the treaty 
must be judged in terms of its effect on us
Soviet relations and on the overall defense 
posture of the United States. 

As secretary Brown has said repeatedly. 
SALT II by itself is not sufficient to ensure 
the strategic balance between the United 
states and Soviet Union. But it does permit 
us to take the steps necessary to maintain 
the strategic balance and it makes that 
task easier by putting important 11m1tatlons 
on Soviet strategic forces. 

With or without SALT we will need to 
modernize our strategic forces. During the 
lifetime of SALT II we wlll continue de
ployment of the Trident submarine and 
misslle, we will begin to deplloy ALCMs 
which will dramatically improve the capa
b111ty of our bomber forces, and we will 
move toward lOC of MX in a survivable and 
verifiable basing mode. These programs are 
necessary because SALT w111 not solve all of 
our strategic problems, but SALT II w111 
make the resolution of those problems easier 
than would be the case without an agree
ment. 

The need for greater defense efforts has 
led some to ask whether SALT is Teally worth 
the effort, whether in fact it is arms con
trol at all. My own view is that SALT II 
w111 make a valid and significant contribu
tion to U.S. national security 1f it Is com
bined with a vigorous program of strategic 
force Improvements. 

It is important to understand that strate
gic arms control and force modernization 
are not inconsistent undertakings. They are 
complementary ways of maintaining a 
stable nuclear balance between the United 
States and the Soviet Union. By moderniz
ing and im,proving our strategic forces we 
can ensure that we are capable of meeting 
our defense objectives despite the continued 
Soviet buildup. By negotiating an equitable 
and verifiable SALT agreement we can con
strain Soviet forces and limit the threat to 
which we must respond. 

We must also understand that a..rms con
trol cannot substitute for strate~ic force 
modernization. We need to pursue both 
courses of action, and this Administration 
is committed to doing so. 

Arms control and force modernization 
are mutually supportive: 

Arms control helps moderniza.tion: by 
limiting the Soviet threat, and by adding 
predictab111ty to the Soviet force buildup 
we are able to respond more prudently and 
more efficiently in designing our own forces. 
Specific example: the SALT II limit on RVs 
per missile will make MX more survivable 
and less expensive. 

Modernization helps arms control: by 
keeping our forces strong, secure, and surviv
able, we can negotiate with gerater confi
dence. This will also provide our adversaries 
with a greater incentive to negotiate. 

The June decision on the MX missile was 
criticized by some on grounds that it would 
give the US a destabilizing first-strike capa
bility, suggesting that we instead rely on 
smaller missiles such as Minuteman. This 
Issue, of course, is not affected by the deci
sion on the basing mode. The MX missile will 
be capable of attacking Soviet silos in the 
late 80's. In sufficient numbers it could give 
us effectively the same capab111ty against 
silos that the Soviets will have in the early 
80's. In the mid 1980's the ALCM wlll provide 
us with a capability (although not prompt) 
of the same sort, and SLBMs at some future 
date will probably achieve a counter-sUo ac
curacy. 

But 1n none of those cases, for ourselves or 
for the Soviets, will this amount to a disarm
ing first-strike capabill ty, since the very 
formidable at-sea SLBM forces of both coun
tries (and the bomber/ cruise missile force) 
will not be affected by an attack on silos. The 
primary advantage to the US of having the 
same counter-silo capability as the Soviets, 
besides the obvious perception reasons, is 
that by giving the Soviets the same problem 
that they gave us, we motivate them to go to 
smaller, mobile survivable ICBMs as did we. 
Smaller missiles are less threatening to the 
US, and stab111ty will actually be enhanced 
1f both sides move to survivable and veri
fiable ICBM basing. 

In summary, MX is consistent with our 
arms control objectives for the following rea
sons : 

(1) It restores confidence in the one vul
nerable leg of Triad, 

(2) It reduces the need to consider LUA as 
a policy option, 

(3) It discourages the Soviets from pre
emptive attack (and encourages them to 
move to smaller, less threatening mobile 
ICBMs or to SLBMs) . 

STATEMENT OF AMBASSADOR RALPH EARLE II 

The U.S. MX ICBM program is consistent 
with the SALT II agreement signed by the 
President in Vienna on June 18. Indeed en
suring this consistency was one of our goals 
in negotiating the agreement with the 
Soviets. 

Let me first review briefly with you the spe
cific provisions in the agreement which are 
most pertinent to the MX ICBM. 

Article II, Paragraph 1 : The ICBM 
launcher definition includes mobile ICBM 
launchers. The Second Agreed Statement 
thereto provides explicitly that mobile ICBM 
launchers shall be counted in the aggregate 
after the termination of the Protocol. 

Article IV, Paragraph 9: The ICBM "new 
types" limitation permits each Party to have 
one new type of light ICBM, thus permitting 
the U .S . MX ICBM. 

Article IV, Paragraph 11: The one new type 
of light ICBM for each Party is permitted to 
have up to ten reentry vehicles. This will 
accommodate the U.S. plans for MX. 

Article XV, Paragraph 3: This provision 
bans deliberate concealment measures which 
impede verification of compliance with the 
provisions of the Treaty. The mobile basing 
mode of the U.S. MX ICBM is being de
signed so that it will not violate the prohi
bition on deliberate concealment measures . 
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MX will be adequately verifiable by national 
technical means. 

Article I of the Protocol : The Protocol ban 
on deploying mobile ICBM launchers and on 
flight-testing ICBMs from such launchers 
will run out at the end of 1981 when the Pro
tocol terminates. In view of the MX sched
ule, these prohibitions will not affect the 
MX program. In addition, let me note that 
even during the period of the Protocol, the 
U.S. wlll be permitted (1) to test a mobile 
ICBM launcher short of flight testing the 
missile from the launcher, and (2) to flight
test MX ICBMs from fixed launchers. (How
ever, the MX is currently scheduled to begin 
flight testing in 1983.) 

As you know, last Friday the President an
nounced his approval of the mobile basing 
plans for the MX missile , which Dr. Perry 
has just described. The U.S . has designed 
this system so that it wlll be adequately veri
fiable under the SALT II agreement. 

The assembly of MX missiles, launchers, 
and transporters will be done in the open to 
the extent feasible. 

Special transport techniques wlll be used 
to move each launcher and missile to the de
ployment area. This unique system, together 
with barriers between the deployment area 
and the assembly area, will provide confi
dence that only one launcher is deployed on 
each "loop road." 

The "loop roads" wlll not be connected, so 
launchers cannot transfer from one to an
other. 

The shelters at each "loop road" can be 
uncovered periodically. Thus, the Soviets will 
be able to verify that there is only one MX 
launcher on each oval "loop road." 

It is important to not e t hat paragraph 3 
of Article XV of t he Treat y does not prohibit 
deliberate concealment in general , but only 
deiiberate concealment measures which im
pede verification of compliance with the pro
visions of the Treat y . The Treaty does notre
quire that the sides know exactly where every 
strategic system is at every given moment. 
Rather, the Treaty sets numerical limits on 
strategic systems. Verifying compliance with 
such numerical limits requires counting the 
number of launchers deployed. This is al
ready clear in the case of SLBM launchers on 
submarines. The submarines spend months 
at naval bases , which service as verification 
"choke points," initially for fitting out and 
later between patrols and for overhauling. 
This permits the U.S . to count the number 
of Soviet SLBM launchers wi th high confi
dence . However, the submarines deliberately 
conceal themselves while on patrol , but since 
this does not impede verification of compli
ance with the agreement, it is legal under 
SALT. The moblle basing mode of the U.S. 
MX ICBM system has been designed in an 
analogous fashion, and wlll be adequat ely 
verifiable under the SALT II agreement. 

Should the Soviets decide to deploy a 
mobile ICBM force in the future , the United 
States wm insist on the same high standard 
of verifiability. 

Let me now turn to the discussions which 
the United States has had with the Soviets 
on this multiple protective structure (MPS) 
basing mode for the MX ICBM under the. 
provisions of the SALT II agreement. This 
matter was raised by the Soviet Delegation 
In Geneva In the summer of 1978 when, re
ferring to newspaper reports regarding a 
vertical MPS basing mode, they stated that 
It appeared that such a deployment would 
violate the ban on construction of new fixed 
ICBM silo launchers (in Article VII) ana the 
ban on deliberate concealment measures. 
The Unit ed States Delega t ion repl1ed t h at 
no decision had been made regarding a 
basing mode, but that whatever mode the 
United States adopted would be one ths.t 
violated neither of the provisions cited by 
the Soviets. We further stated that the draft 

agreement expressly provided for the deploy
ment, after Protocol expiration, of an ICBM 
system in which missiles and their launch
ers are moved from point to point. The sub
ject matter was not addressed again by the 
Delegations. This issue was discussed on 
several occasions through diplomatic chan
nels along the same lines. In part icular, the 
United States has made clear to the Soviets 
that the various mobile ICBM systems we 
have considered, including ones in which 
the launch point would itself be hardened, 
are permitted during the post-Protocol 
period. 

Prior to the Vienna Summit, the United 
States publicly announced that it intends 
to proceed with the MX system and de
scribed the various MPS basing modes under 
consideration. At Vienna the Soviets com
plained about the introduction of a new 
powerful missile and questioned the verift
ab1lity of its deployment. The President 
noted that the Soviets had already deployed 
missiles comparable in power to the MX 
and he assured them that the basing mode 
would be verifiable. Thereafter President 
Brezhnev signed the Treaty and the Protocol. 

Let me add the following. The United 
States does not accept the Soviet argument 
(raised in the context of vertical shelters) 
that the MPS approach would involve con
struction of additional fixed ICBM launch
ers; the shelters in an MPS system are not 
ICBM launchers. These shelters could not 
launch an ICBM; rather they provide blast 
protection to the mobile launchers them
selves. On the other hanti , the mobile 
launchers may launch a missile whether or 
not they are in fact located in one of the 
shelters. MPS is a mobile system because 
the launchers, which contain the equipment 
required t o launch the missile, would be 
moved together with the missile periodically 
from one shelter to another. 

ORDER FOR THE SENATE TO PRO
CEED TO THE CONSIDERATION 
OF S . 480 TOMORROW 

Mr. ROBERT C. BYRD. Mr. President, 
I ask unanimous consent that upon the 
final disposition of the conference re
port tomorrow the Senate proceed to the 
consideration of Calendar Order No. 172, 
S. 480, a bill amending the Water Re
sources Planning Act to authorize ap
propriations for fiscal years 1980 and 
1981. 

The · PRESIDING OFFICER. Without 
objection, it is so ordered. 

ORDER FOR RECOGNITION OF SEN
ATOR J·AVITS TOMORROW 

Mr. ROBERT C. BYRD. Mr. President, 
are there orders for the recognition of 
Senators on tomorrow? 

THE PRESIDING OFFICER. There 
are none. 

Mr. ROBERT C. BYRD. I thank the 
Chair. Mr. President, I ask unanimous 
consent that after the two leaders have 
been recognized under the standing or
der on tomorrow, the Senator from New 
York <Mr. JAVITs) be recognized for not 
to exceed 15 minutes. 

The PRESIDING OFFICER. Without 
objection, it is so ordered. 

ORDER FOR RECESS UNTIL 12:15 
P .M. TOMORROW 

Mr. ROBERT C. BYRD. Mr. President, 
I ask unanimous consent that when the 

Senate completes its business today, it 
stand in recess until the hour of 12: 15 
p.m. tomorrow. 

The PRESIDING OFFICER. Without 
objection, it is so ordered. 

RESUMPTION OF THE UNFINISHED 
BUSINESS TOMORROW 

Mr. ROBERT C. BYRD. Mr. President, 
I ask unanimous consent that at the hour 
of 12:45 p.m. tomorrow, the Senate re
sume the consideration of the confer
ence report on the Panama Canal 
implementing legislation, and that the 
time thereon until the hour of 1:15 p.m. 
be equally divided between the Senator 
from Michigan <Mr. LEVIN) and the 
Senator from South Carolina <Mr. 
THURMOND). 

The PRESIDING OFFICER. Without 
objection, it is so ordered. 

LIMITATION ON TIME FOR RECOG
NITION OF THE LEADERSHIP 
TOMORROW 

Mr. ROBERT C. BYRD. Mr. President, 
I ask unanimous consent that the time 
of the two leaders on tomorrow be re
duced to 10 minutes, to be equally di
vided. 

Mr. BAKER. Ten minutes divided? 
Mr. ROBERT C. BYRD. Yes. 
The PRESIDING OFFICER. Without 

objection, it is so ordered. 

CONSIDERATION OF WATER RE
SOURCES LEGISLATION TO FOL
LOW ACTION ON PANAMA CANAL 
CONFERENCE REPORT 

Mr. ROBERT C. BYRD. Mr. President, 
I believe an order has been entered for 
the Senate to proceed to the considera
tion of Calendar Order No. 172, S. 480, 
upon the final disposition of the 
conference report on the Panama Canal 
implementing legislation tomorrow. Is 
that correct? 

The PRESIDING OFFICER. The 
Senator is correct. 

Mr. ROBERT C. BYRD. I thank the 
Chair. 

RECESS UNTIL 12: 15 P.M. 
TOMORROW 

Mr. ROBERT C. BYRD. Mr. President, 
if there be no further business to come 
before the Senate, I move, in accordance 
with the previous order, that the Senate 
stand in recess until the hour of 12: 15 
p.m. tomorrow. 

The motion was a5reed to; and at 6:57 
p.m. t-he Senate recessed until tomorrow, 
Thursday, September 20, 1979, at 12:15 
p.m. 

CONFIRMATION 

Executive nomination confirmed by 
the Senate September 19, 1979: 

THE JUDICIARY 

Matthew J . Perry, Jr., of South Carolina, to 
be U.S . district judge for the district of 
Sout h Carolina. 
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